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FOREWORD

The United States is in the midst of a period of rapid and unprecedented
technological and social change to which our economy is dynamically tied.
To be relevant, the curriculum mst engage the student's natural curlosity
and ensure his participation in this changing America.

Utilizing the insights of the social studies materials, the economics
course offers approaches which will help students and teachers enter into
the kind of dialogue from which should come heightened but realistic
appreciations of the achievements and problems of urban America.

This revised course is unique in that it Pplaces greater emphasis on the
study of economics from the urban point of view. One full theme, devoted
to the economy of the New York metropoliten area, exemines its problems and
potentialities.

The new program encourages the teacher to make use of various media to stim-
ulate student curiosity and to turn the classroom into & livipg workshop.
Throughout the course, students are afforded the opportunity to use the
community as a lsboratory and become involved in the immediate socio-
economic problems affecting them.

Seelig Iester
Deputy Superintendent of Schools
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INTRODUCTION

Background for Teachers

"Everyone must to some extent act ag his own economist - in private life and as a
citizen - and both he and the community will be better served if he is well in-
formed and can think clearly and objectively about economic questions,”" Task
Force Report on Economic Education, p. 13.

We believe that economic understanding can best be achieved through objective
analysis., Therefore, an important result of the 12th year courcze should be the
development in pupils of a way of thinking about economic problems. The K-12
Program has planned for cumilative, sequential development of concepts and skills
requisite to economic understanding. The 1l2th-year course provides the opportunity
to apply the spiral approach and build upon these previous learning experiences,

The material in this course of study is also designed to meet the State Regents
requirement for Economiec History.

The teacher is urged to use the content, materials, and resources provided in

this cwrriculum bulletin ag g gulde. Selectivity of learning materials and activi-
ties should be on the basis of class interests and abilities, Opportunities for
reading and research beyond the suggestions offered should be developed. Teachers
may wish to emphasize in the appropriate themes the role of the consumer, In
choosing and modifying the suggested activities and in developing new ones, the
teacher may wish to provide for a variety of experiences. Consumer economics and
current affairs are two areas from which he can draw maeny applications of eeconomic
skills and concepts, Another area to which teachers and students may wish to be

sensitized is the ever~increasing role of government in shaping the economic life
of the nation,

The central economic problem in all societies is that there are not enough goods
and services available to Satisfy the wants of all of its members, Throughout
history, man has tried to devige better ways of allocating available resources,
In America, we have developed the system of private enterprise which has provided
us with a relatively successful way of approaching the problem of developing and
allocating resources so that we provide abundance for most of our members and
maintain individual liverties. Other beoples have chosen different ways to ap-

proach this problem., In this course of study we shall be concerned Primarily with
the American economic gystem but we shall not overlook others,

For the study of economics to be meaningful to city students, the principles of
economics must be made applicable to the student's immediate surroundings., To

this end, the course places added emphasis to such conditions as poverty,
unionism, and the urban crisis,

It is expected that the economics course of study will go beyond descriptive
learning. Discovery techniques should be utilized to equip youngsters with expe-

riences and knowledge to think rationally end logically about economic problems,
Skill in research and analvais sueh as cothardrs Aake scclod e o 2. o2 4 . .
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We believe that economic understanding can best be achieved through objective
analysis. Therefore, an important result of the 12th year course should be the
development in pupils of a way of thinking about economic problems. The K-12
Program has planned for cumulative, sequential development of concepts and skills
requisite to economic understanding. The l2th-year course provides the opportunity
to apply the spiral approach and build upon these previous learning experiences.
The material in this course of study is also designed to meet the State Regents
requirement for Economic History.

The teacher is urged to use the content, materials, and resources provided in

this cwrriculum bulletin as & guide. Selectivity of learning materials and activi-
ties should be on the basis of class interests and abilities., Opportunities for
reading and research beyond the suggestions offered should be developed. Teachers
may wish to emphasize in the appropriate themes the role of the consumer. In

. choosing and modifying the suggested activities and in developing new ones, the
teacher may wish to provide for a variety of experiences. Consumer economics and
current affairs ere two areas from which he can draw many applications of eeconomic
skills and concepts. Another area to which teachers and students may wish to be
sensitized is the ever-increasing role of government in shaping the economic life
of the nation.

The central economic problem in all socleties is that there are not enough goods
and services available to satisfy the wants of all of its members. Throughout
history, man has tried to devise better ways of allocating available resources.

In America, we have developed the system of private enterprise which has provided
us with a relatively successful way of approaching the problem of developing and
allocating resources so that we provide abundance for most of our memvers and
maintain individual liberties. Other peoples have chosen different ways to ap=-
proach this problem. Ir this course of study we shall be concerned primarily with
the American economic system but we shall not overlook others.

For the study of economics to be meaningful to city students, the principles of
economics must be made applicable to the student's immediate surroundings. To
this end, the course places added emphasis to such conditions as poverty,
unionism, and the urban crisis.

It is expected that the economics course of study will go beyond descriptive
learning. Discovery techniques should be utilized to equip youngsters with expe-
riences and knowledge to think rationally and logically about economic problems.
Skill in research and analysis such as gathering data, seeking insights into
problems, arriving at generalizations and conclusions should be provided in
daily instruction and activities. Stress should be placed on concepts and ldeas,
rether than on rote learning of facts.

Needless to say, not every topic, however desirable, in the field of economics
nas been set forth in this guide. A deliberate attempt has been made to limit
the areas of analysis so that pupils and teachers can evaluate in depth
economic principles and problems. Teachers axre glven a high degree of flex-
ibility to use this course as 1t best fits pupils' needs, interests eand
abilities.

11



Scope and Sgggested Time Allotmentg

Themes Weeks (aApprox. )
Theme I Introduetion to Economics

Theme II Organizing Production
Theme III Income Distribution

3
3
3
Theme IV  Economic Growth and Stability b
Theme V.. Economies of the Metropolitan Region 3
Theme VI Comparative Economie Systems 2
Theme VII International Economic Problems 1

The Teaching of Controversial Issues

Having faith in the abllity of well-informed citizeng to reach sound conclusions
for the general welfare, democratic Society alone provides freedom for eritical
self-evaluation. Thig makes it all the more necessary that teachers help students
See and cherish the fundementel values of the democratic way of life, and the
clear Superiority of democracy over totalitarian systems. With confidence in the
tremendous achievements and potential of democracy, students can bursue, in the
democractic tradition, the never-ending search for ever better ways of meeting
the problems which arise within the framework of our dynamic, democractic

society,

It is most important that youngsters be guided to a sober and thoughtful approach
to the many Pressing problems of our day. Such training by a teacher requires
“hat he, himself, be particularly careful in example and procedure to set the
highest svandards of objective scholarship. Several prineiples formulated in
Curriculum Bulletin No, 6, 194647, Americen History and Economics in the High
School Curriculum are relevant:

Teaching which cannot distinguish between fact and opinion or which lacks
the intelligence, tact, or skill requisite for the Presentation of contro-
versial material, or which, by example, by word, by action, by the power
of position, habitually seeks to impose upon pupils special theories and
interpretations of life of events, or of government, can only be char-
acterized as unsatisfactory and incommataent




Theme I Introduction to Economics

Theme II Organizing Production

Theme IITI Income Distribution

Theme IV  Economic Growth and Stability
Theme V.. Economics of the Metropolitan Region

Theme VI Comparative Economic Systems

H N w Fw w w

Theme VII International Economic Problems

The Teaching of Controversial Issues

Having faith in the ability of well-informed citizens to reach sound conclusions
for the general welfare, democratic society alone provides freedom for critical
self-evaluation, This makes it all the more necessary that teachers help students
see and cherish the fundamental values of the democratic way of life, and the
clear superiority of democracy over totalitarian systems. With confidence in the
tremendous achievements and potential of democracy, students can pursue, in the
democractic tradition, the never-ending search for ever better ways of meeting
the problems which arise within the framework of our dynamic, democractic

society.

It is most important that youngsters be guided to a sober and thoughtful approach
to the many pressing problems of our day. Such training by a teacher requires
that he, himself, be particularly careful in example and procedure to set the
highest standards of objective scholarship. Several principles formulated in
Curriculum Bulletin No. 6, 1946-47, American History and Economics in the High
School Curriculum are relevant:

Teaching which cannot distinguish between fact and opinion or which lacks
the intelligence, tact, or skill requisite for the presentation of contro-
versial material, or which, by example, by word, by action, by the power
of position, habitually seeks to impose upon pupils special theories and
interpretations of life of events, or of government, can only be char-
acterized as unsatisfactory and incompetent.

On occasion and at appropriate age levels, the teacher must honestly
answer the pupils' mature queries as to what the teacher might personadly
think about a given issue, problem, or point of view. The good teacher,
however, will not only permit, but will actually encourage puplls to
object to and criticize the point of view that he might present as his
own personal interpretation.

(The teacher's responsibilities include) the responsibility to achieve
a scholarly competence, the responsibility to teach a controversy as a
controversy and to present opinion as opinion, the responsibility to
teach the truth and to admit ignorance when the truth is not known,

the responsibility of developing in pupils a healthy respect for facts
and of avoiding "opinionated and inflammatory pronouncements," the
responsibility of avoiding the teaching of issues that are beyond the
comprehension of pupils at a given age level, and finally, the respons-
ibility of maintaining and manifesting at all times a decent respect
for the dignity and worth of each individual.

13
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Current Affairs

Throughcut the year, important events that are related to the course of study
will be woven into the curriculum., Should an event of unusual local, nstional
or international significance occur, such as an outbreak of war, a milestone
in space exploration, a peace settlement, or a breakthrough in science, provi-
sion should be made for teaching about this event even though it is not
specificaelly stated in the course of study or learning activities.

Objectives of the Course of Study

To develop student ability for making cconomic decisions by objective, rationsal analysis.
To incresse fundamental understanding of economic concepts and problems.

To enable students to evaluate and apply source materials in order to understand
our own and other economic systems,

To deepen student awareness of his personal responsibility for the preservation
and expansion of individual rights and liberties.

To develop the ability to synthesize information and ideas so that students can
understand the interrelationships that exist within any society and among all
societies.

To sppreciate the importance of good economic analysis in making possible &
rising standard of living and the opportunity to participate in the economic,
social, and political 1life of our society.

To develop an awareness that poverty and discrimination are a waste of hunan
and material resources adversely affecting all members of society.

To develop the skills necessary to become an effective consumer and thus con-
tribute to the wise allocation of goods and services,

To develop abilities in critical evaluation of printed economics materials; to
use charts, graphs, statistics and other pertinent data for understanding and
working out solutions to economic problems.

Summary of Course

Since basic concepts in economics have been incorporated in all the socieal
studies courses, Grade 12 students should possess greater knowledge of both
the structure and mechanics of the economic world, Thus, it is expected that
students will utilize previous learning experiences and apply them to this
course.

The student is first motivated to explore his role in the economic system. He is
then introduced to the American market system and its goals. In the next theme,
he is introduced to the methnds of production and the concept of productivity.

He then analyzes these conditions which lead to high productivity and investigates
the orgenizational methods used by business in the production of goods and
services.,

AP o AR e d T ik e eammBee dm aeraT e A At stndTrskdan AP dnnaAama in a mariceatr ascanomv.
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———— aboubl uils event even though it is not
specifically stated in the course of study or learning activities.

Objectives of the Course of Study

To develop student ability for making cconomic decisions by objective, rational analysis.
To increase fundamental understanding of economic concepts and problems.

To enable students to evaluate and apply source materials in order to understand
our own and other economic systems.

To deepen student awareness of his personal responsibility for the Preservation
and expension of individual rights and liberties.

To develop the ability to synthesize information and ideas so that students can
understand the interrelationships that exist within any society and among all 5
Societies,

To appreciate the importance of good economic analysis in meking possible a
rising standard of living and the opportunity to participate in the economie,
social, and political life of our society.

To develop an awareness that poverty and discrimination are a waste of human
and material resources adversely affecting all members of society.

To develop the skills necessary to become an effective consumer and thus con-
tribute to the wise allocation of goods and services.

To develop abilities in eritical evaluation of printed economics materials; to
use charts, graphs, statistics and other pertinent data for understanding and
working out solutions to economic problems.

Summagx_of Course

Since basic concepts in economiecs have been incorporated in all the social
studies courses, Gr:de 12 students should possess greater knowledge of both
the structure and machanics of the economic world. Thus, it is expected that
students will utilize previous learning experiences and apply them to this
course,

The student is first motivated to explore his role in the economic system. He is
then introduced to the American market system and its goals. In the next thene,
he is introduced to the methods of production and the concept of productivity,

He then analyzes these conditions which lead to high productivity and investigates
the organizational methods used by business in the production of goods and
services,

Now the student is ready to explore the distribution of income in a market economy.
The third theme deals with Problems of income distribution, the shares received

by those who contribute to production. This unit concentrates on the role of
labor and the problems of poverty.

In the fourth theme the student evalustes the methods of determining the measure
of the nation's economic performance. He analyzes the factors contributing to
growth, explores the dangers of inflation and recession, and then attempts to
discover "remedies" for maintaining growth and stability in the econony.




study of New York City is suggested to meke the problems resl and meaningful to
students.

The student is now ready for an exploration of the contrasts ang similarities
of our economy and that of the Soviet Union. He will, in this sixth theme,

investigate their Philosophies, their approaches to the economizing Problem,
and their Performance,

Finally, the seventh theme introduces students to some problems in international
economies; international trade and economies of developing nations,

How To Use This Bulletin

The materials for this grade are arranged in two sections, Section I
Presents the course of study. It includes a brief introduction, a summary
of the course, the course objectives, a list of the major themes, suggested
time allocations, and an outline of content. Basic understandings and
related concepts from history and the social sciences are indicated for each
thene.

Section iT containg suggested learning activities and resources. The
learning asctivities are organized around the same themes that appear in Section
I and reflect g verlety of teaching techniques. Included sre samples of
instructional materials and specific lesson suggestions. Thege highlight major
concepts and skills thei pupils should derive from the learning experience.

Also included in Section IT are evaluative suggestions,

Recommendations for Teachers I@p;ementiqg_ghis Bulletin

l. Read both Sectiovns I and IT berore Planning.

2. Consult the lists of books and audiovisual materiails for useful
’ instructional resources.

3. Select and adapt learning activities in accordance with the interests,
| backgrounds, and abilities of the pupils. (In general, more active
1 ities have been provided than most teachers will be able to use
‘ within a single year.)

1“- Create 1eamine ambdarddd mw O . 14
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of our economy and that of the Soviet Union. He will, in this sixth theme,

investigate their philosophies, their approaches to the economizing problem,
and their performance.

Finally, the seventh theme introduces students to some problems in international
economics; international trade and economies of developing nations.

How To Use This Bulletin

The materials for *his grade are arranged in two sections. Section T
presents the course of study. It includes a brief introduction, a summary
of the course, the course objectives, a list of the major themes, suggested
time allocations, and an outline of conteat. Basic understandings and
related concepts from history and the social sciences are indicated for each
theme.

Section II contains suggested learning activities and resources. The
learning activities are organized around the same themes that appear in Section
I and reflect a variety of teaching techniques. Included are samples of
instructional materials and specific lesson suggestions. These highlight major
concepts and skills +that pupils should derive from the learning experience.

Also included in Section II are evaluative suggestions.

Recommendations for Teachers Implementing This Bulletin

1. <ead both Sections I and II before planning.

2., omsult the lists of books and audiovisual materials for useful
instructional resources.

3. Select and adapt learning activities in accordance with the interests,
backgrounds, and abilities of the pupils. (In general, more activ-
ities heve been provided than most teachers will be able to use
within a single year.)

L, Create learning activities for those aspects of a particular theme
for which additional activities are desired.

5. Use the evaluative suggestions in Section II to test pupil achievement.

This is a citywide curriculum. Modifications must therefore be made to
meet the special needs of districts and schools under the direction of assistant
superintendents and principals. Further adaptations will of necessity be made
at the classroom level as the teacher plans the daily work for a particular group.
These adaptations should, of course, reflect the overall philosophy of the program.

This is also an ongoing curriculum. The curriculum staff will use the
feedback sheets attached herein in shaping the definitive courses of study and
learning activities. Every effort will be made to develop additional instructional
alds as requested by teachers and supervisors.

No curriculum bulletin is ever final. The staff responsible for the
preparation of this material looks forward to your continued assistance in the
development of & program rooted in sound scholarship; dedicated to the needs
of all our children; and reflecting the best jJudgment and experiences of
New York City teachers, supervisors, commnity leaders, and other groups
concerned with educationsel progress.



COURSE OF STUDY

THEME I: AN INTRODUCTION TO ECONOMICS AND ECONOMIC PROBLEMS

Overview

Economics is the study of the ways in which society uses its available resources
to satisfy its wants. Economics decision-meking and policy choices require
rational analysis., Using discovery and related techniques, this unit explores
with the student his stake in our economic aystem,

The theme opens with the problem of economic choice with which all individuals
and societies must cope. It follows with an analysis of how individuals and
societies have tried to solve this problem in the past, and how our current
system has emerged and developed to deal with these same problems,

NOTE: TEACHERS CAN EXPAND PAGE 7-4 FOR STUDENTS ACHIEVING BELOW GRADE LEVEL,
THIS SECTION CAN BE THE FOCUS FOR DEVELOPING THE CONTENT, UNDERSTANDINGS
AND CONCEPTS OF THEME I.

How Do Economic Choices Affect the Individual and Societgg

1. Why do individuals make economic choices?

8. Choice is based vn our goals - money, pleasure, fame, knowledge, security.

b. Each person estab.ishes priorities in his choices

c. Individuals must give up something in order to get what is currently
desired (opportunity cost)

d. Choice involves decisions, i.e., spending, saving, borrowing

Why do societies make economic choices?

a&. All societies have goals - e.g., freedom, security, justice, growth,
efficiency, and stability
Each society establishes priorities among its goals and allocates its we-
sources accordingly
The values of a society help determine the chnices it makes
There is a growing conce:n for improving living standards - education for
Job improvement, health, use of leisure time, dilemma of affluence and
poverty, "revolution of rising expectations"
Choices made affects the standard of living of a society - missiles,
Lhousing, health, education, poverty program, food

Do Individuals and Society Make Economic Choices?

Scarcity is the basic economic problem of all societies

&. The basic economic problem of both individuals and societies is that the
resources available are limited in relation to the human wants

b. The cost of using resources to satisfy one set of wants is such that they
cannot be used at the same time to satisfy other purposes. (Individual -
phon;graph vs. transistor radio; Government - Poverty Program vs. Trip to
Moon




Overview

Economics is the study of the ways in which society uses its available resources
to satisfy its wants. Economics decision-meking and policy choices require
rational analysis. Using discovery and related techniques, this unit explores
with the student his stake in our economic system.

The theme opens with the problem of economic choice with which all individuals

and societies must cope. It follows with an analysis of how individuals and

societies have tried to solve this problem in the past, and how our current

system has emerged and developed to deal with tr2se same problems. :

NOTE: TEACHERS CAN EXPAND PAGE 7-4 FOR STUDENTS ACHIEVING BELOW GRADE LEVEL,
THIS SECTION CAN BE THE FOCUS FOR DEVELOPING THE CONTENT, UNDERSTANDINGS
AND CONCEPTS OF THEME I.

How Do Economic Choices Affect the Individual and Society?

1, Why do individuals make economic choices?

a., Choice is based on our goals - money, pleasure, fame, knowledge, security.

b. Each person establishes priorities in his choices

¢. Individuals must give up something in order to get what is currently
desired (opportunity cost)

d. Choice involves decisions, i.e., spending, saving, borrowing

2, Why do societies make economic choices?

a. All societies have goals - e.g., freedom, security, justice, growth,
efficiency, and stabil_ty

b. Each society establishes priorities among its goals and allocates its re-
sources accordingly

¢. The values of & society help determine the choices it makes

d. There is a growing concern for improving living standards - education for
job improvement, health, use of leisure time, dilemma of affluence and
poverty, "revolution of rising expectations"

e. Choices made affects the standard of living of a society - missiles,
housing, health, education, poverty program, food

How Do Individuals and Society Make Fconomic Choices?

1, Scarcity is the basic economic problem of all societies

a. The basic economic problem of both individuals and societies is that the
resources available are limited in relation to the human wants

b. The cost of using resources to satisfy one set of wants is such that they
cannot be used at the same time to satisfy other purposes. (Individual -
phonggraph vs. transistor radio; Government - Poverty Program vs. Trip to
Moon

2. Economic decision-meking réequires rational analysis,
a. Decision meking
ilg Individuals meke decisions about how to get the money to buy goods
Societies must decide what products to produce (alloecstion of

2
resources); how it will be produced (man, machine or man and machineg;
who will get the goods and services produced (distribution of income

P W1 ST CRERL ML L
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b. Rational analysis in economies inclﬁdes:

(1) Knowledge of facts and issues,
(2) Identification o

consequences
(4) Decision on a course of action which is likely to satisfy
personal goals or those of society
(Care mist be taken to separate "long term" and "short tern"”
A youngster leaving high school before graduation may earn more in the
short run, but gradustes will generally earn more in the long runm.

Uhderstandings Concegts

Individuals and soclety want improved All human beings have certain
living standards. basic needs, (A-S)

Humasn wants are virtually unlimited, The goals of soclety have varied
%n)different times and places,
H

Scarcity is characteristic of al] Human wants are greater than the
societies., available resources. (E)

What is the Nature and Function of the American Economic System?

1. Societies have established three basic economic systems.

&. Traditional economy - decision-making and its broblems - customs of
early societies

b. Command eéconomy - advantages and problems of centralized decision-
making - USSR

c. Private enterprise - decentralized decision-making - ys

did the American economic system emerge?

system - crusades, gu emergence of cities,
development of a merchant class, development of national political
units, exploration, joint stock company

The American economie system is a form of the market system (capitalism)

does price act as a regulator iz the market system?

Markets exist when a buyer and a seller can exchange goods and services
at a given price
Consumers an _Producers react to prices

Y o PP -
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A youngster leaving high school before graduation may earn more in the
short run, but graduates will generally earn more in the long run.
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Understandings Concepts

Individuals and society want improved All human beings have certain

living standards. basic needs. (A-8)

Human wants are virtually unlimited. The goals of society have varied
in different times and places.
(1)

Scarcity is characteristic of all Human wants are greater than the

societies., available resources. (E)

What is

the Nature and Function of the American kconomic System?

a.
b.
c.

2. How

a.

3. How
Y,

b.
C.

d.

1. ©Pfocieties have established three basic economic systems,

Traditional economy - decision-meking and its problems - customs of
early socleties

Command economy - advantages and problems of centralized decision-
making - USSR

Private enterprise - decentralized decision-msking - US

did the American economic system emerge?

Many forces combined to transform economic institutions into a market
system - crusades, guild system of middle ages, emergence cf cities,
development of a merchant class, development of national poiitical
units, exploration, joint stock company

The American economic system is a form of the market system (capitalism)

does price act as a regulator in the market system?

Markets exist when a buyer and a seller can exchange goods and services
at a given price

Consumers and producers react to prices

Consumers tend to buy more at lower prices while sellers tend to offer
for sale more goods and services at higher prices

Demand for a given product may be affected by one's income, fads, and
prices of substitute goods, e.g., mini-skirts, margerine vs. butter
The impact of price changes on consumer demand varies from product to
product (elasticity of demand), e.g., bread, inelastic; cars, elastic
Supply of a given product is affected by the costs involved, e.g.,
wages, materials

In theory, prices are set at that point where consumers will buy all
that 1s offered by p.c¢dicers

In reality, prices arc affected by the policies of big unions, big
business and government, e.g., wage contracts, monopolistic competition,
mouopoly, minimum wage laws, rent control

Monopolistic practices distort the pure market economy and have led to
government intervention. (See Theme IT ,P.l11)
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L. What is the consumer's role in our market system?

a.

b.

C.

The consumer should consider many factors before buying goods and
services e.g., price, quality, need, degree of satisfaction, priority,
buying at the right time and place

Young people have a significant impact on the market today, e.g.,
music, clothes

There are many factors making consumer choice difficult, e.g, variety
of articles, numerous brands, lack of technical knowledge, socisl
pressure, advertising and promotional devices

Governmment and private agencies try to help the consumer

(1) City agencies - Department of Markets, Department of Consumer
Affeirs, Health Services Administration

(2) state agencies - Consumer Frauds Division, Department of Markets,
Department of Agriculture

(3) Federal agencies - Federal Trade Commission, Interstate Commerce
Commission, Department of Agriculture, Department of Health,
Education and Welfare, Food and Drug Administration, President's
Consumer Advisory Council, Department of Housing and Urban
Development

(4) Private groups - Consumers Union, Better Business Bureau,
Consumer Cooperatives

How has the market system made man interdependent?

a.
b.
C.
d.

Why

a.

Modern man satisfies his needs and wants through specialization
(division of labor), capitael accumulation, and trade

Individuals and groups pruvide producers with factors of production -
land, labor, c&-ital, management

-¥ndividuals and groups receive incomes in the form of wages, rent,

interest, profits

Incomes are used to buy the goods and services provided by producers.
This leads to further production (Circular flow)

Incomes that are not spent are saved and invested by others, e.g.,
banks, insurence companies

is the American Economy called a "mixed economy?"

Our economic system, capitalism, is characterized by private property,
profit motive, freedom of contract, competition, freedom of choice

‘There has been an increase in the role of Govermment in our economy

(1) Today one out of every six workers in the U.S. is employed by
local, state or federal government; one out of every five dollars
spent in the U.S. 1s spent by government

(2) Government has intervened in the market mechanism to protect the
consumers, to aid labor, farmers and industries; to provide for the
aged, sick, and needy; to promote or reduce competition; to assume
responsibility for the stability of the economy.

Understandings Concepts

The purpose of an economic system is Jociety must choose between

to decide how to use its limited

competing desires in order to

resources, ecstahlish nriarit+isa far wvha+t
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C.

d.

How

a.

C.
d.

&,

The

to decide how to use its limited

There are many factors making consumer choice difficult, e.g, variety
of articles, numerous brands, lack of technical knowledge, social
pressure, advertising and promotional devices

Government and private agencies try to help the consumer

(1) City agzncies - Department of Markets, Department of Consumer
Affaeirs, Health Services Administration

(2) state agencies - Consumer Frauds Division, Department of Markets,
Department of Agriculture

(3) Federal agencies - Federal Trade Commission, Interstate Commerce
Commission, Department of Agriculture, Department of Health,
Education and Welfare, Food and Drug Administration, President's
Consumer Advisory Council, Department of Housing and Urban
Development

(4) Private groups - Consumers Union, Better Business Bureau,
Consumer Cooperatives

has the market system made man interdependent?

Modern man satisfies his needs and wants through specialization
(division of labor), capital accumulation, and trade

Individuals and groups provide producers with factors of production -
land, iabor, capital, management

Individuals and groups receive incomes in the form of wages, reat,
interest, profits

Incomes are used to buy the goods and services provided by producers.,
This leads to further production (Circular flow)

Incomes that are not spent are saved and invested by others, e.g.,
banks, insurance companies

is the American Economy called & "mixed economy?"

Our economic system, capitalism, is characterized by private property,
profit motive, freedom of contract, competition, freedom of choice
There has been an increase in the role of Government in our economy

(1) Today one out of every six workers in the U.S. is employed by
local, state or federal goverrment; one out of every five dollars
spent in the U.S. is spent by government

(2) Government has intervened in the market mechanism to protect the
consumers, to aid labor, farmers and industries; to provide for the
aged, sick, and needy; to promote or reduce competition; to assume
responsibility for the stability of the economy.

Understandings Concepts

Society must choose between
competing desires in order to

purpose of an economic system is

resources, establish priorities for what

Decisions of buyers and sellers are
affected by price changes

our scarce resources can produce

(E)

In a private enterprise economy
such as ours, changes in prices
largely determine the use that
will be made of resources.
Prices are basically determined
by the demand for and supply of
goods and services (&)




Understandings (contd, )

Consumers must weigh all available
information to make intelligent
decisions,

The interdependence of the market
System allows everyone to work
together for the benefit of all,

The economic role of our govern-
ment has expanded,

25

Concepts (contd, )

Consumers will generally choose
to purchase with their limiteq
income thoge goods and services
which give thenm the greatest sa
isfaction (E)

Group living requires cooperatid
within and between groups (A-S)

Democratic governments provide

protection for the rights of!
%nd%viduals and minority grqups
Ps
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THEME II: ORGANIZING PRODUCTION TO SATISFY ECONOMIC CHOICES

Overview

The revolution in industrial methods, techniques, and equipment has continued at

an accelerated pace., The introduction of new industrial methods markedly changed
men's daily living and working habits. Competition of the free market encouraged
men to seek more efficient methods of producing and marketing goods and services.

This theme begins with the concepts of production and Productivity and continues
with an analysis of conditions leading to high productivity. Business units for
producing goods and services are briefly described, followed by a study of the
impact of big business on the American economy, (Teachers may wish to develop
P. 11 with Theme I, P. 6.)

What is the role of production in our societz?

1. What is production?

&. Production is the output of goods and services resulting from the use
of labor, capital, and other resources.

b. The goods and services produced by a society depend on how management
organizes and uses its resources.

c. Increased production per worker (productivity) has made possible higher
standards of living,

2. What factors favor increased Productivity?

&. Natural resources, €.g., iron, lumber, land, water.

b. Human resources - nunmber, health, education, and skills of workers,
¢. Capitel resources - to organize resources efficiently.

d. Managerial resources - to orgenize resources efficiently.

e. Technology - inventions, new sources of power, automation, know-how.
f. Environment - laws, customs, religion, government attitude. '

Why does the United States enjoy high productivity?

1. The United States has many developed resources, good fertile soil, fine
harbors, and a variety of climates.

2. Labor skills have increased, e.g., training by unions and industry,
education.

3. Competition has stimulated less expensive and more efficient methods of
production and the introduction of new products.,

4, Research and development by individuals, govermment, and universities has
improved technology.

5. Government has promoted industrisl development, e.5., &aid to railroads,
immigration policy,

Uhderstandings Concegts

Fu fmet,
Procedures must combine available re- Proademans trma bacme e e




man's daily living and working habits. (cmpe o 01 The ITEE IAIACL ClULULVW GaSH
men to seek more efficient methods of producing and marketing goods and services.

This theme begins with the concepts of production and productivity and continues
with an analysis of conditions leading to high productivity. Business units for
producing goods and services are briefly described, followed by & study of the
impact of big business on the American economy. (Teacl:ers may wish to develiop
P. 11 with Theme I, P. 6.)

What is the role of production in our society?

1. What is production?

a. TProduction is the output of goods end services resulting from the use
of labor, capital, and other resources.

b. The goods and services produced by a society depend on how management
organizes and uses lts resources.

¢. Increased production per worker (productivity) hess made possible higher
standards of living.

2. What factors favor increased productivity?

a. Natural resources, e.g., iron, lumber, land, water.

b. Humen resources - number, health, education, and skills of workers.
c. Capital resources - to organize resources efficiently.

d. Managerial resources - to organize resources efficiently.

e. Technology - inventions, new sources of power, automation, know-how.
f. Environment - laws, customs, religion, government attitude.

Why does the United States enjoy high productivity?

1. The United States has many developed resources, good fertile soil, fine
harbors, and a variety of climates.

2. labor skills have increased, e.g., training by unions and industry,
education.

3. Competition has stimulated less expensive and more efficient methods of
production and the introduction of new products.

i, Research and development by individuals, government, and universities has
improved technology.

5. Government has promoted industrial development, e.g., aid to railroads,
immigration policy.

p Understandings Concepts
i/i-: q-'. sy “:
- must combine available re- Prodccers use human, natural, and
sources to provide goods and services capital resources to make goods and
services (E)
Producers seek new methods that provide Producers try to keep their costs of
greater efficiency production down and their profits
up (E)
Technological change is greatly re- Capital is a key factor in producing
sponsible for our rising standard more goods (E)
of living

(A
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How does our system organize production?

1.

What is the role of profits?

&. An incentive for business investment

b. Represents a guidelines for determining the success of a business

¢c. Encourages businessmen to allocate resources efficiently and where
needed

d. The economy grows by reinvesting profits

How do business firms organize?
a. Single Ownership (Entrepreneur) ,

(1) Most business firms in the U.S. are single broprietorships
(2) suffers from the inability to raise large amounts of capital and
from unlimited liability (owner is personally responsible for all
debts of business)
b. Partnership
(1) Enables pooling of additional capital and skills
(2) Suffers from unlimited liability of each partner for business debts
c. Corporation
(1) Permits pooling of large amounts of capital because investors arn
liable only for their investment
(2) Must pay corporate taxes
(3) Ownership and menagement are separated in large corporations

f

How important is the corporation?

a. Most corporations in the U.S. are small business firms that do not sell
any stock. They incorporate to gain the benefit of limited liability

b. Corporations own vast resources and hire specialists in production,
sales, and management

c¢. Corporations have greater output, assets, and employment than any other
form of business organization

d. Through the sale of shares of stock to the public, the corporation can
pool vast sums of capital

What is the function of the securities markets?

a. Types of securities - common and preferred stock, Federal government,
Municipal, and Corporate Bonds

b. People buy securities as investments and for speculation

¢c. Information about securities can be obtained from many sources, e.g.,
broker, financial pages of a newspaper, corporation prospectus

d. Buying and selling securities - stock exchanges, over-the-counter,
buying on margin

€. The Stock Exchanges are regulated - self-regulated, Securities and
Exchange Commission, Federal Reserve Board

Understandings Concepts
The profit motive and competition play In order to make a profit, business-
an essential role in our productive men tend to produce those products
system that consumers desire most. Producers

try to keep their costs of production
down and their profits up (E)

The corporation has emerged as a Man organizes many kinds of groups to

dominant force in our ecoonmy meet his social needs (A-S)

26




How do businesses combine?

1. What are the forms of business combination in our society?

&. Four types of combinations - horizontal (identical products), vertical
(all or most steps of' production), circular (same marketing channels),
and conglomerates (diversity).

b. Inf.:mal methods, €.8., gentleman's agreement, price leadership, inter-
locking directorate

c. Formal arrangements, e.g., pool, trust, holding company, merger

Why are big business combinations defended?

a. Large scale production lowers overhead costs per unit, e.g., rent,
insurance

b. Mass production methods bring economies and standardization, e.g.,
assenbly line, specialization

c. The wastes of competition are eliminated

d. Growth of scientific manegement for greater efficiency

e. Research is encouraged and by-products are developed

f. Substitute products and "countervailing power" will prevent abuse of
power

g. Big business has assumed a greater degree of social responsibility.

does big business reflect elements of monopoly as well as competition?

How much competition do we have in our economy?

a. Monopolistic competition - many sellers with similar but different
products; most businesses today

b. Cligopoly - few sellers with similar products, e.g., cars

¢. Natural monopoly - public utilities, e.g., telephone, gas, electric

d. Legal monopolies - e.g., patents, copyrights, trademarks

e. Monopoly - measured by ability to direct price and output, not by size
or type of business organization

Why is big business concentration opposed?

&. Prices are higher, output is restricted and resources are not
allocated efficiently.

b. New techniques and new products are discouraged

c. .Danger of undesirable political, economic and social power

d. Great size may be a disadvantage - diminishing returns

e. Automation and technological displacement

f. The bulk of production is concentrated in the hand of relatively few
large corporations

has the government attempted to maintain competition?

Anti-monopoly legislation - Interstate Commerce Act, 1887; Sherman Anti-
Trust Act, 1890; Clayton Anti-Trust Act, 1914%; Robinson-Patman Act, 1936,

Action against attempts to "restrict competition,” e.g., General Motors Case,
Electrical industries

Anti-trust enforcement is controversial and often confusing, e.g., railroads,
alrlines, newspapers.

21




Uhderstandings

Big business has aided the growth of
the American economy

Monopolistic bractices have hindered
our competitive market system

Our government has aided industrigl
growth and has checked its abuse of
power

Concepts

Specialization ang the division of
labor make possible greater efficiencey
in producing goods ang services (E)

Economie systems very widely in their
theory and practice (E)

Government make rules to promote the
interest of society (p.s.)
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THEME ITI: HOW INCOME IS DISTRIBUTED IN OUR MARKET ECONOMY

Overview

An important question for any economic system is how to distritute the
goods and services the economy produces. The issues raised are often
of an economic and non-economic nature. They often involve the private
and public sectcrs in their solution.

This theme begins with a discussion of the determinants of income dis-
tribution, and continues with three areas of major concern in the area
of income distribution - poverty, labor income, farm income. Teachers
may discuss profits in this theme as well as in Theme II.

NOTE: TEACHERS CAN EXPAND THE CONCEPT OF INSURANCE ON PAGE 15,
FOR STUDENTS ACHIEVING BELOW GRADE LEVEL.

What Factors Determine the Distribution of Income?

l. Each factor of production (land, labor, capital, management) receives
income in the form of wages, rent, interest, and profits.

2. Some people receive transfer psyments not related to productive
services; e.g., social security.

Related to the market value of individual contributions to the economy;
e.g., the supply and demand for specific natural resources, labor and
capital.

Economic groups may advocate policies which tend to increase the incomes
of their own members, e.g., labor unions, farmers.

Government uses taxes and transfer payments to change the distribution
of income; e.g., parity payments, unemployment insurance.

Understandings Concepts

Individuals receive income in the form Income comes from individusl
of wages, rent, interest, and profits. contributions to the production
of goods and services. (E)

Economic interest groups such as All men have the right to an
workers, farmers, and the poor have adequate standard of living.
tried to increase their share of (cL)

the total income.

Unequal Income Distribution and the Problems of Poverty

l. Who are the poor?

a. Poverty in the U.S.A. is officially measured by a fixed standard of
real income based on the cost of a minimum humen diet




an econonic ana non=economic nature, LJnNey oiven involve Ttne private
and public sectors in their solution.

This theme begins with a discussion of the determinants of income dis-
tribution, and continues with three areas of major concern in the area
of income distribution - poverty, labor income, farm i-oome. Teachers
may discuss profits in this theme as well as in Theme II.

.NOTE: TEACHERS CAN @ XPAND THE CONCEPT OF INSURANCE ON PAGE 15,
FOR STUDENTS ACHIEVING BELOW CRADE LEVEL.

What Factors Determine the Distribution of Income?

1. Each factor of production (land, labor, capital, management) receives
income in the form of wages, rent, interest, and profits.

2. Some people receive transfer payments not related to productive
services; e.g., social security.

3. Related to the market value of individual contributions to the economy;
e.8+, the supply and demend for specific natural resources, labor and

capital.

4. Economic groups may advocate policies which tend to increase the incomes
of their own members, e.g., labor unions, farmers.

5. Government uses taxes and transfer payments to change the distribution
of income; e.g., parity payments, unemployment insurance.

Understandings Concepts
Individuals receive income in the form Income comes from individual
of wages, rent, interest, and profits. contributions to the production
of goods and services. (E)
Economic interest groups such as All men have the right to an
workers, farmers, and the poor have adequate standard of living,
tried to increase their share of (cL)

the total income.

Unegual Income Distribution and the Problems of Poverty

l. Who are the poor?

a. Poverty in the U.S.A. is officially measured by a fixed standard of
real income based on the cost of a minimum human diet

b. Poverty affects all groups but particularly rural farm families, non-
white families, families headed by a female, those lacking education
or skills, the aged and infirmed

c. A functional distribution of income indicates that 1/5 of our families
are in poverty although the gap is closing

2. Why does poverty exist?

a. Discrimination and unequal opportunity

b. Technological change in industry

¢. Movement from the farm to the city

d. Broken family life and sense of despair and hopelessness - both cause
and effect of poverty




3. Howv can we eliminate poverty?

a., Structural approach - bresking the barriers and keep families locked
into poverty; e.g., Economic Opportunity Act, 1964 ("War on Poverty") -
Job Corps, Head Start, Vista, Community Action Program, Neighborhood
Youth Corps
b. Transfer Approach - redistribute income and raise income of poor;
e.g., Public Assistance Allowance, Family Allowance, Social Insurance
Provisions, Guaranteed Income ("Negative Income Tax"), Proposals for
New York City Welfare Program
c. Economic growth of the entire economy can help to reduce poverty
d. There is a role for the private sector of our economy in The War on
Poverty; e.g., retraining, education.
Understandings Concepts
Poverty may be caused by factors The environment in which a person
be,.nd the control of the individual. lives greatly effects his opportuni-
ties for per=onal growth and de-
velopment. (A-8)
Poverty has had its greatest impact All men nave the right to an adequate
on seleet groups in our society but standard of living. (P.S.)
affect the total society.
The public and private sectors of Civilizations develop as mean success-
our economy must join together to fully meet problems arising from
combat poverty. changes: Civilizations decline and
disintegrate as men fail to adapt to
new circumstanczs. (H)
What is the Role of Wages and Labor in Our Market Economy?

l, What are wages?

Qe
b.

Ce

2., Why

Qe
b.
Ce
d.
e.
f.

Wages represent a cost to the employer and an income to the worker
In addition to money wages, employees receive pensions, social
security, vacation and sick pay, and other "fringe benefits”

A worker's "real wage" is the purchasing power of his money wage.

do wages differ?

Supply and demend for specific skills at a given time

Demand for a specific product or service

Depends on skill, training, education, and/or ability of worker
Differences in productivity among persons and occupations

The nature of the worker's job; e.g., safety and health risks
Imperfections in the market system; discrimination by sex or race.

3. What changes are taking place in our labor force?

Qe
b.

C.
d.

e.
f.

Women are increasingly entering the labor market

Technological developments have decreased the need for farm and
factory workers

Growth is taking place in service industries, government employment,
and white collar jobs in professional and technical fields

Greater mobility influences job opportunities, availability of in-
formation and pension programs

More training and education of workers - e.g., on the job training
Special programs for hard core unemployed open new opportunities in
economically deprived commmities.
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L. How have workers tried to improve their wages, security and other conditions?

8., Workers joined labor unions to improve thejir bargaining position with
menagement and gain other benefits

- - I Iy I A

(1) Different types of unions are organized to meet craft and

(2)
(3)

industry - wide needs; e.g,, Knights of Labor, American Federation
of Labor, Congress of Industrial Organizations

Since 1945 unions have not grown in proportion to the inerease

in the labor force

Unions have provided Oor pressured for government and private
programs to mzke the worker more secure.

a) Pensions
b; Life insurance
Medical and heslth insurance
d) Unemployment benefits .
e) Workmen's compensation
f) Social Security

Unions have represented workers in collective bargaining

(1)
(2)
(3)

(&)

The great majority of labor-management disputes are DPeacefully
resolved through direction negotiations

Negotiation, mediation, fact-finding and arbitration are used
in varying degrees to resolve labor-management differences
When disputes arise labor and management resort to various

pressure techniques; €¢gsy strike, lockout, strike threat,
Public appeals

Government has affected labor-mainagement relations,

&) The government has passed legislation to improve the
working conditions and advance the health and welfare of
workers; e.g., Social Security Act, regulation of child labor

b) More workers are continually being covered by minimum wage laws

c) Legislation has prohibited diserimination in hiring and
liscrimination in union membership

d) Legislation has improved the bargaining power of unions; e.g.,
Wagner Act, 1935

e) Certain union practices have been prohibited by the Taft-
Hartley Act, 1947 - €.8., closed shop, strikes without a
cooling-off period

f) Greater democracy within unions as fostered by the Landrum-
Griffin Act, 1959 - €.8., Members guaranteed right to vote
in union elections, limits Placed on length of time between
elections

g) Growing public concern has led government to rescsecs +he




2) Since 1945 unions have not grown in proportion to the increase
in the labor force

(3) Unions have provided or pressured for government and private
programs to make the worker more secure.

a) Pensions

b; Life insurance

c¢) Medical and health insurance
d) Unemployment benefits.

e) Workmen's compensation

f) Social Security

b. Unions have represented workers in collective bargeining

(1) The great majority of labor-menagement disputes are peacefully
resolved through direction negotiations

(2) Negotiation, mediation, fact-finding and arbitration are used
in varying degrees to resolve lsbor-management differences

(3) When disputes arise labor and management resort to various
pressure techniques; e.g., strike, lockout, strike threat,
public appeals

(4) Government has affected labor-management relations.

a) The government has passed legislation to improve the
working conditions and advance the health and welfare of
workers; e.g., Social Security Act, regulation of child labor

b) More workers are continually being covered by minimum wage laws

c) Legislation has prohibited discrimination in hiring and
discrimination in union membership

d) Legislation has improved the bargaining power of unions; e.g.,
Wagner Act, 1935

e) Certain union practices have been prohibited by the Taft-
Hartley Act, 1947 - e.g., closel shop, strikes without a
cooling-off period

f) Greater democracy within unions as fostered by the Landrum-
Griffin Act, 1959 - e.g., Members guaranteed right to vote
in union elections, limits placed on length of time between
elections

g) Growing public concern has led government to reassess the
collective bargaining process particularly in the area of
public employees.

Understandings Concepts
Labor productivity is a major Income mainly comes from individual
factor in determining labor's contributions to the production of
share of income. - goods and services. (E)
Lebor's productivity has in- ' Real increases in production are
creased due to technological largely the result of an increase
and educational advances. in the worker's ability to produce,

(E)
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Workers have organized unions Man organizes many kinds of groups
to provide increased benefits to meet his social needs, (A-S)
and job security,

Government hag both aided the Governments mske rules to promote the
worker and checked the abuses interests of society, (PS)
of power by unions,

How Have Farmers Organized to Obteain a Greater Share of Income?

l. Why have farmers feit g need to organize?

&. Problem of supply and demand

to produce more than the increage in demand for his product,
thus a surplus results

(2) Since mény farm products operate under inelastic demand, lowered
Prices do not stimulate sales

(3) When prices fall, farmers increase output. Thus Prices tend to
fall still lower

(h) High fixed costs eéncourage continued pProduction even when Prices
fall,

b. Problem of rural poverty

Meny farmers are marginal farmers and on the average, their incomes
are low and have not kept pace witn rising prices or industriagl
incomes

¢. Other problems

(1) Although large corporate farms exist, and the number of persons
engaged in farming has declined, farming continues to be a
highly competitive industry

(2) Historically, the farmer hag been burdened with hlgh middleman
costs; e.g., railroad

(3) Dependence on long-term credit hag often resulted in debtor
status for farmers

2. How has the farmer organized to overcome his Problems?

&. Pre-New-Deal - Silver Purchase Acts, "Granger Laws," Interstate
Commerce Act

b. Since 1933 -« At timeg restricts farm supply and pProduction, provides
credit, price supports, soil bank, Food For Pesce Do,

e
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How Have Farmers Organized to Obtain & Greater Share of Income?

l
1. Why have farmers felt a need to organize? 1
a. Problem of supply and demand
(1) The technological revolution in agriculture enebles the farmer J
to produce more than the increase in demand for his product, i
thus a surplus results
(2) since many farm products operate under inelastic demand, lowered 1
prices do not stimulate sales 1
(3) When prices fall, farmers increase output., Thus priccs tend to
fall still lower
(4) High fixed costs encourage continued production even when prices .
fall.

b. Problem of rural poverty

Many farmers are marginal farmers and on the average, their incomes
are low and have not kept pace with rising prices or industrial
incomes

c. Other rroblems

(1) Although large corporate farms exist, and the number of persons
engaged in farming has declined, farming continues to be a
highly competitive industry

(2) Historically, the farmer has been burdened with high middleman
costs; e.g., railroad

(3) Dependence on long-term credit has often resulted in debtor
ttatus for farmers

2. How has the farmer organized to overcome his problems?

a. Pre-New-Deal - Silver Purchase Acts, "Granger Laws," Interstate
Commerce Act

b. Since 1933 - At times restricts farm supply and production, provides
credit, price supports, scil bank, Food For Peace Program

Understandings Concepts
Farm productivity has expanded due Producers use humen, natural and
to great technological changes. capital resources to meke goods and

services. (E)

Farm surpluses and inelastic demands Earth changes men and man changes
resulted in lower farm income, earth. (G)
Government action has tried to deal Governments have grown more complex
with the problems of low farm income. in response to changing needs and

conditions. (PS)

The attempts to solve farm problems Progress occurs as men meet the
by farmers and governments have not problems resulting from change with
always been successful. varying degree of success. (H)




. .

What is the role of profits in our society?

1.

Profits are a return to one of the factors of production.
They act as an incentive for business investment.
They represent a guidelines for determining the success of a business.

The drive to maximize profits encourages businessmen to allocate
resources efficiently.

The economy can grow by reinvesting profits.

pnderstandings Concepts
Profits are the businessmans Tncome mainly comes from in-
share of national income. dividual contributions to the

production of goods and services.

(E)

Profits vary from industry to In order to make a profit,
industry and from firm to firm, businessmen tend to produce
those products which consumers
The expansion of business depends desire most. Producers try to
on the growth of profits. keep their costs of yroduction

down and their profits up. (E)

(The role of profits mey be studied here or in Theme II)
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THEME IV, HOW WE TRY TO MAINTAIN A GROWING AND STABLE ECONOMY

Overview

Economic progress depends upon the ability of a nation to increase its total
output faster than population increases. The ability of the American free
enterprise system to do this hasresulted in a continually rising standard of

living for its citizens., However, this growth has not been steady, but has been
marred by intermittent booms and depressions. If we are +o continue to provide
our citizens with greater opportunities for a fuller life > and, at the same time,
discharge our responsibility to the emerging nations and the free world, it is
necessary that our economic system show continued growth with stability,

The theme begins with an examination of the "kit of tools" by which we
determine and measure the nation's economic performance, continues with an
analysis of the factors contributing to growth, explores the dangers of inflation

and recession, and concludes with a study of the "remedies" for maintaining
growth and stability centering around monetary and fiscal policy,

NOTE: TEACHERS CAN EXPAND PAGE 20-1 (CREDIT), AND PAGE 21-1 (TAXES) ,

AND CAN PLACE LESS EMPHASIS ON POLICY DECISIONS FOUND IN PAGE 20-3
AND FAGES 21 - 22, FOR STEDENTS ACHTEVING BELOW GRADE LEVEL.,

Whet is Economic Growth?

l. Why is it important to measure g nation's economic performance?

8. If a nation's total output incresses faster than the increase of
bopulation, a higher standard of living is possible

b. Knowing the level of economic performasnce at any given time may
indicate whether mee.sures should be taken to improve that performance

Ce Measures of performance should be compared cautiously with previous

years and with other countries to determine progress

2. How Do We Measure a Nation's Econonic Performance?

8. Gross National Product (GNP) - The total doliar value of all goods

and services produced in the economy in one year, e.g., 1969-$932.1 Bil.
b. National Income - The.total of all incomes earned during the Yyear by
business and individudls, €8s, 1969-$771.0 Billion,

¢. In order to compare GNP of different years, GNP must be stated in
constant dollars which have had the same burchasing power
d

The Consumer Price Index (CPI) is a relative measure of price changes
compared with a given ‘base vear

- R - susmeme
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marred by intermittent booms and depressions., If we are to continue to provide
our citizens with greater opportunities for a fuller life, and, at the same time,
discharge our responsibility to the emerging nations and the free world, it is
necessary that our economic system show continued growth with stability.

The theme begins with an examination of the "kit of tools" by which we

determine and measure the nation's economic performance, continues with an
analysis of the factors contributing to growth, explores the dange?s o? inflation
and recession, and concludes with & study of the "remedies" for maintaining
growth and stability centering around monetary and fiscal policye.

NOTE: TEACHFERS CAN EXPAND PAGE 20-1 (CREDIT), AND PAGE 21-1 (TAXES),
AND CAN PLACE LESS EMPHASIS ON POLICY DECISIONS FOUND IN PAGE 20-3
AND PAGES 21 - 22 , FOR STUDENTS ACHIEVING BELOW GRADE IEVEL,

What is Economic Growth?

l. VWhy is it important to measure a nation's economic performance?

a. If a nation's total output increases faster than the increase of
population, a higher standard of living is possible

b. Knowing the level of economic performance at any given time may
indicate whether meesures should be taken to improve that performance

c. Measures of performance should be compared cautiously with previous
years and with other countries to determine progress

2. How Do We Measure a Nation's Economic Performance?

a. Gross National Product (GNP) - The total dolier value of all goods
and services produced in the economy in one year, e.g., 1969-$932.1 Bil.

b. National Income - The total of all incomes earned during the year by
business and individuals, e.g., 1969-§771.0 Billion.

¢, In order to compare GNP of different years, GNP must be stated in
constant dollars which have had the same purchasing power

d. The Consumer Price Index (CPI) is a relative measure of price changes
compared with a given base year, e.g., 1969-124

e, If real GNP per capite is rising considerably then the economy is
performing well and growing

f. A nation's economic performance may also be measured in terms of
employment, unemployment, price and sales of wholesale goods and
other indices.,

3. What Are the Keys to Economic Growth?

a. The maximum a nation can produce is determined by its productive
resources and technology available - e.g., national resources, labor
productivity, tools, machinery and plants.

b. There are often intangible factors contributing to growth - e.g.,
individual initiative, government stability, culture

c. If an economy is operating at or near its capacity, growth requires
that we expand our output per capita (productivitys

de If an economy is operating below its capacity, growth requires an
increase in the demand for goods and services to put idle m:n and
machines to work

e. The U,S. has about 6% of the world's population, but its GNP is
1/3 of the world's total. GNP in the U.S. has been increasing at

an average rate of 3% per year since 1900, while population has
increased at a rate of 1% per year.

37




38

f. Growth has been uneven in various periods of our history, e.g.,
1930's vs. 1960's

4, What are the barriers to Economic Growth?

a. The failure of total demand, or spending, to keep up with a nation's
capacity to produce - e.g., unequal distribution of wealth

b. Underdeveloped economies must have capital and technological know-
how to grow. Capital mey be imported or accumulated by reduced
consumption (saving)

¢. Poor societies cannot afford the investment in education essential
for growth

d. Instability and uncertainty of future developments hinder growth by
discouraging investment

e. GOrowth can cause temporary dislocation - e.g., "depressed areas,”
"distressed industries"

Understandings Concepts
Total output in the economy is Changes in a private enterprise
measured by gross national product. economy result from decisions

made by consumers, producers
and/or government. (E)

Economic progress depends on growth Increased production mekes possible
in total outpuf that is faster than the greater satisfaction of man's

population increases. wants. (E)

Growth in total output depends on The economy grows mainly as a
the level of total spending as result of decisions of consumers
well as on growing productive to spend and to save, and of
capacity. producers to invest. (E)

What Is Economic Stability?

1. How Go business fluctuations affect economic growth and stability?

a. Recessions and depressions are periods of declining economic
activity - e.g., declining GNP and employment

b. Booms are periods of rising economic activity

¢, In severe depressions, millions are unemployed, factories lie idle
end billions of dollars of potential output are wasted because of
the lack of effective demand for goods and services - e.g., de-
pression of the 1930's

d. Booms bring prosperity to neariy all groups in society - businesses
sell near their capacity outpui; wages, profits and employment are
high ~ e.g8., post World War II in U.S.

e, Not all segments of soclety are affected equally by prosperity or
recession, e.g., minmority groups, rural poor

f. Recessions and booms vary in intensity.

2. What are the causes of instability?

EI{ILC a. Inflation occurs when total spéhdjxgaggregate demand) by consumers,
Business and government rises more repidly thaen the economy's capacity
ad




consumption (saving

¢. Poor societies cannot afford the investment in education essential

for growth

d. Instability and uncertainty of future developments hinder growth by

discowraging investment

e. Growth can cause temporary dislocation - e.g., "depressed areas,"

"distressed industries"

Understandings

Totel output in the economy is
measured by gross national product.

Economic progress depends on growth
in total output that is faster then
population increases.

Growth in total output depends cn
the level of total spending as
well as on growing productive
capaclty.

What Is Economic Stability?

1.

2,

Concepts

Changes in a private enterprise
economy result from decisions
made by consumers, producers
and/or government. (E)

Increased production mekes possible
the greater satisfaction of man's
wants. (E)

The economy grows mainly as a
result of decisions of consumers
to spend and to save, and of
producers to invest. (E)

How do business fluctuations affect economic growth and stability?

&. Recessions and depressions are periods of declining economic
activity - e.g., declining GNP and employment

b. Booms are periods of rising economic activity

c. In severe depressions, millions are unemployed, factories lie idle -
and billions of dollars of potential output are wasted because of
the lack of effective demand for goods and services - e.g., de-

pression of the 1930's

d. Booms bring prosperity to nearly all groups in society - businesses
sell near their capacity output; wages, profits and employment are
high - e.g., post World War II in U.S.

e. Not all segments of society are affected equally by prosperity or
recession, e.g., minority groups, rural poor

f. Recessions and booms vary in intensity.

What are the causes of instability?

a. Inflation occurs when total spéndig(aggregate demand) by consumers,
Business and government rises more rapidly than the economy's capacity
to produce - e.g., under war-time conditions, price leadership and

industrial concentration, cost-push

b. Recegsions and depressions occur when total spending is insufficient

to buy the output of the economy

¢, The relationships between the spending of consumers, business and
government affect the fluctuation of our economy - €.8., multiplier
accelerator, velocity of money, relationship between saving and

investment

d. Upswings end downswings tend to be cumulative once under way.

~
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3. Economic stability and growth has become the responsibility of govern-
ment under the Employment Act of 1946 - e.g., monetary and fiscal
policy, debt management.

Understandings Concepts
Booms and depressions have no single Historical events have multiple
cause but are usually the result of a ceuses and effects. (H)

combination of causes whose relative
importance varies from case to case,

If total spending is less than total The level of spending by consumers
capacity output, there will be unem- and the level of investment by
ployment of men and machines; if total businessmen play key roles in
spending exceeds capacity output, determining recessions or

prices will rise. prosperity. (E)

What Is the Role of Money and Credit in OQur Economy?

l, Why do we use money and credit?

&. Money is any means of payment for goods and services that is generally
accepted

b. Money serves as a medium of exchange, a store of value, g standard
of value and a standard of deferred payment

c. Money consists of coins » baper currency, and demand deposits

d. Credit is a promise to pay for present goods and services in the
future

(1) consumer installement buying, charge accounts
(2) Mortgages, college and auto loans
(3) Short term credit in most transactions of business

e. M>st payments in our modern economy are made by check
2. How do banks create money and credit?

a. Commercial banks create money by making loans to businessmen
(Savings banks, life insurance companies, and other financisl
institutions also make loans and provide services such as
savings accounts, safe deposit. boxes, investment services and
insurance to individuals and business, These, however, do not
create money)

b. The borrower receives a losn as & credilt to his account. His
check functions as money drawn acain hd & acrnAlndk




combination of ca.use whose relative
importance varies from case to case.

If total spending is less than total The level of spending by consumers
capacity output, there will be unem- and the level of investment by
ployment of men and machines; if total businessmen play key roles in
spending exceeds capacity output, determining recessions or

prices will rise. prosperity. (E)

What Is the Role of Money and Credit in Our Economy?

l. Why do we use money and credit?

8. Money is any means of payment for goods and services that is generally
accepted

b. Money serves s a medium of exchange, a store of value, a standard
of velue and a standard of deferred payment

c. Money consists of coins, paper currency, and demend deposits

de Credit is a promise to pay for present goods and services in the
future

(1) Consumer installement buying, charge accounts
(2) Mortgages, college and auto loans
(3) Short term credit in most transactions of business

e, Most payments in our modern economy are made by check
2. How do banks create money and credit?

a., Commercial banks create money by making loans to businessmen
(Savings banks, ' ife insurance companies, and other financial
institutions also make loans and provide services such as
savings accounts, safe deposit boxes, investment services and
insurance to individuals and business, These, however, do not
create money)

b. The borrower receives a loan as & credit to his accowunt. His
check functions as money drawn against his account

3. How can the Federal Reserve System control the supply of money and
credit?

8. Acts as a "bank for banks." A portion of member bank funds are
held as "reserves" at the FED

b. Provides for an elastic currency to meet business needs

cs Too much money relative to business needs can foster inflation
whereas too little money can foster a recession

d. The FED can control the supply of money and credit --

glg Power to set reserve requirements (rarely used) e

2) Raise or lower interest rates it charges for loans to member
banks (discount rate)

(3) Creating fresh reserves through open market operations in

government securities

e. The selective use of monetary policy can help set the supply of

money at a level that encourages full employment, at stable prices
without inhibiting growth. (Employment Act 191+65
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Understandings Concqgts

The Federal Reserve System has a Government boliey of taxing,
major reésponsibility to influence Spending, borrowing, and con-
our banking System so as +o avoid trolling eredit and money Supply
monetary instability and to promote have powerful effects upon re-
stable economie growth, cessions or brosperity, (&)
Banks serve many purposes, Governments make rules to promote

the interests of society (P,s,)
How Does the Federal Govermment Iry to Provide for Growth and Stabilitz?

1. How does the Federal budget affect economic growth and stability?
8. The budget provides for revenue to finance government programs

(1) Taxes D&Yy be used to regulate consumption ang industry, promote
industrial development and redistribute wealth

b; Tax rates may be Progressive, regressive or broportionsl
Some taxes are ultimately shifted to the consumer - e,g,,

exclse tax, real estate tax

d) Taxes may affect profits, Savings and spending in the

(2) Governments often borrow to finance spending
a) Government debt is owed to the American people and
financial institutions

(1; Netlonal defense is the largest part of our federal budget
Increased spending for health, education, labor, ang housing

(3) Other than economic factors may determine the type and level
of spending, €.8s, wars, politica] Dressure,

2. What Are the Implications of Fiscal Policy?

a8, The Federal government has accepted the responsibility for maine
taining economie stabilization - Employment Act, 1946

be Discretionary Fiseal Policy (tax, spend,, borrows can affect
consumption ang investment . €e8., New Deal Program

Co Automatic stabilizers are at work to minimize the affects of
fluctuations on our economy - €.8., unemployment insurance,
brogressive taxes, :

What Are the Problems of Economie Polie Makid




DAYIKS seXrve many purposes. Governments make rules to promote
the interests of society (P.S.)

How Does the Federal Government Iry to Provide for Growth and Stability?

1. How does the Federal budget affect economic growth and stability?
a. The budget provides for revenue to finance government programs

(1) Taxes may be used to regulate consumption and industry, promote
industrial development and redistribute wealth

a) May be based on benefits received (gasoline tax used for
highway construction) or ability to pay (income and
inheritance taxes)

b; Tax rates may be progressive, regressive or proportional

¢) Some taxes are ultimately shifted to the consumer - €ue,

excise tax, real estate tax
d) Taxes may affect profits, savings and spending in the
economy
(2) Governments often borrow to finance spending
a) Government debt is owed to the American people and
financial institutionc

b) Most economists believe that the economic significance
of the public debt is not so much its size as the timing
and the purpose of the borrowing and the particular
economic situation at the time

b. Federal programs have provided for growth and stability

(1) National defense is the largest part of our federal budget

(2; Increased spending for health, education, labor, and housing

(3) Other than economic factors may determine the type and level
of spending, e.g., wars, political pressure.

2. What Are the Implications of Fiscal Policy?

8 The Federal government has accepted the responsibility for mein-
taining economic stabilization - Employment Act, 1946

b. Discretionary Fiscal Policy (tax, spend, borrow) can affect
consumption and investment - e.g., New Deal Program

ce Automatic stabilizers are at work to minimize the affects of
fluctuations on our economy - €.+, Unemployment insurance,
progressive taxes,

What Are the Problems of Economic Policy Making?

l. Information lags and shortcomings in the methods of forecasting
2. Lags in decision making - length of time from analysis to implementation

3. Lags in affecting the economy - policy change may first be felt several
months later '

4, Impact of policy on particular sector of the economy - e.g., home -
construction
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Balancing political, social and economic considersations

Difficulty in correlating fiscal and monetary policy toward a

desired goal

Differences in critically evaluating a particular policy.

Understandings

Government tax policies have been
largely limited to activities not
effectively provided by the private
sector,

The government tax policies can have
a powerful influence on investment,
business incentive, and income dig-
tribution.

Fiscal policy provides a potentially
powerful tool to help stabilize
total spending in the economy.

44

Concepts

Governments are established to
do for the individual what he
cannot do for himself. (P.S.)

Government policies of taxing,
spending, borrowing, and con-
trolling credit and money
supply have powerful effects on
recession and prosperity. (E)

romote
Poso)

Governments make rules to
the interests of society,
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THEME V - ECONOMICS OF THE METROFOLITAN REGION CASE STUDY -
NEW YORK METROPOLITAN AREA

Overview

the world, Tts significance includes and goes well beyond the fields of
culture, commerce and finance., In recent years urban centers, including
New York City, are facing difficult problems in population movements,
housing, social adjustment and finance.,

This theme opens with an examination of some of the significant changes
that have affected New York City. It then develops several problems of
an economic and soeial nature that have developed from these changes,

The theme closes with g discussion of what can be done to resolve some of
our problems,

What Changes Have Affected the Economy of the New York City Metropolitan
Area?

1. Population growth and change

&. No population growth in New York City since 1950 although there
has been growth in the total New York standard metropolitan
statistical ares

b. Rural to urban population movements

C. Urban to suburban population movements

d. Economic and ethnie comunities

e. Outmigration of the middle class to a different political and
fiscal entity

2. Patterns of industry and employment

&. Decline of’manufacturing industries in New York City

b. Time, instead of distance, now a factor in locating industry
and labor

¢. Shifting shopping centers

d. Expansion of the concentration of gervice industries in New York
City; e.g., commercial and financial officesg

3« Growth of suburbs and its economic effect on the city

&. Flow of people, goods and services to and from the "hub"

b. Increased costs due to dependence on the central city for
nany services e.g., entertainment and culture

¢ Changing housing patterns - development of "gray areas" in
terms of land use

d. Industrialization and the development of industrial parks,

Uhderstandings Concegts

Con‘tinued chances 2n +ha 119l 3
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the world, Its significance includes and goes well beyond the fields of
culture, commerce and finance, In recent years urbvan centers, including
New York Clty, are facing difficult problems in population movements,
housing, social adjustment and finance.

This theme opens with an examination of some of the significant changes
that have affected New York City. It then develops several problems of
an economic and social nature that have developed from these changes.,

The theme closes with & discussion of what can be done to resolve some of
our problems,

What Changes Have Affected the Economy of the New York City Metropolitan
Area?

1. Population growth and change

a. No population growth in New York City since 1950 although there
has been growth in the total New York standard metropolitan
statistical area

b. Rural to urban population movements

¢. Urban to suburban populution movements

d. ZEconomic and ethnic communities

e, Outmigration of the middle class to a different poiitical and
fiscal entity

2. Patterns of industry and employment

a. Decline of manufecturing industries in New York City

b. Time, instead of distance, now a factor in locating industry
and labor

c. Shifting shopping centers

d. Expansion of the concentration of service industries in New York
Citys e.g., commercial and financial offices

3. Growth of suburbs and its economic effect on the city

a. Flow of people, goods and services to and from the "hut"

b. Increased costs dve to dependence on the central city for
many services e.g., entertainment and culture

¢. Changing housing patterns - development of "gray areas" in
terms of land use .

d. Industrialization and the development of industrial parks.

Understandings Concepts
Continued changes in the urban Change does not necessarily
population presents the city imply progress. (H)
with a varlety of problems.
The growth and development of Historicel events have multiple
New York City is tied to the causes and effects. (H)

changes taking place in the
entire metropolitan area .

Changing industrial patterns Change 1s a constant in

are affecting economic growth history. (H)
in New York City.
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What Economic Based Problems have Developed in New York City?

1., Industrial and Employment Problems

a. Business flight from New York City e.g., manufacturing

b, Effect of zoning on business location

c. Increased need for employment skills in white collar,
commercial, finanacial and other service areas

d, Growing government employment and its effect on laebor-management
relations

e, High rate of unemployment and lower incomes for minority groups

2. Need for decent and adequate housing

a. Social and economic costs of slums

b. Need for low income housing

c. Middle class housing that encourages middle class to remain in
the city or to return

d. Rent control and its effect on housing

e. Effect of public and private housing, tax-exempt housing and
cooperative houses

f. The relationship between functional housing and aesthetic
structures

3. Conservation Problems
a., Land use

(1) Zoning to meet industrial, commercial, recreational and
residential needs

(2; Unused poor use of land

(3) Misuse of open space

b. Air and water pollution. noise, garbage and waste
c. Lack of sufficient water resources

4, Traffic and Transportation

a. The effect of commuters on city transportation facilities and
the need for efficient commuter services

b, Congestion in the central business district during business hours

c. Congested highways and roads

d., Need for adequate public transportation

e. Mass public transit vs automobile transportation in the Metropolitan
ares

f. Competition of other east coast ports with the port of New York

g. Increasing airport congestion and the need for rapid transit
to airports

5 Fiscal Problems

a. Increased services at higher costs

b. Rilsing welfare costs

¢, Increased tax burden on dwindling taxable base due to the move
to the suburbs

d., Effects of the real estate tax as the main source of revenue

e. Competitive problems of the sales and income taxes

£, Competition of New York City and other urban centers for
increased state and federal aid




48 2

6. Other related economic problems

&e Maintaining and improving health services

b, Providing for more recreation services

Ce Increasing demands for education and educational services
d. Effects of crime and civil disorders _ )

T. Maltiplicity of decision-making bodies make it difficult to plan and -
carry out programs toward a desired end and often lead to duplication
of services and overlapping jurisdiction - over 1400 governments in
metropolitan area. '

Understa.ndir@ Concepts
Adequate housing is a key element The environment in which a per-
in our city's health, son lives greatly affects his

- opportunities for personal .
growth and development, (A-8)

New York City's growth and de- Geographic factors have a
velopment has created the need significant role ir the life
for conserving its limited land of a nation. (G)
and other resources.,
Rising costs have created a Human wants are a.lwa.jrs greater
need for reevaluating tlhe sources than the available resources.
and uses of revenue in New York (E)
City.
Cities must establish priorities In_any society choice determines
for solving problems, the goods and services produced.

(2)

ad

What Attempts Are Being Made to Deal with Urban Problems
l. The role of government

8. Creation of the Department of Housing and Urban Development and
the Department of Transportation in the Federal Govsrrment

b, Model cities program

c. Federal - State - City programs in highway construction,
Education, public housing, urban renewal and rehabilitation,
mass transportation

d., Tax incentives to private sectors to locate industry and to
prrovide training and employment opportunities for the hard
core of unemployed

e, Proposals for tax sharing

f. Regional planning and coordination

8. Increased emphasis on city plamning and a master plen

h, Creation of indépendent authorities to deal with specific problems;
o e AMadarsamon? 2 bmse Teae
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carry out progra.ms towa.rd a desired end and often lead to duplication |
of services and overlapping jurisdiction - over 1400 governments in |
metropolitan area,

Adequate housing is a key element The environment in which a per-

4
Understandings Concepts !

in our city's health. son lives greatly affects his
- opportunities for personal |
growth and development. (A-S) ]

New York City's growth and de- Geographic factors have a

velopment has created the need significant role in the life

for conserving its limited land of a nation. (G)

and other resources.

Rising costs have created a Human wants are always greater

need for reeveluating the sources than the available resources.

and uses of revenue in New York (E)

City.

Cities must establish priorities In any society choice determines

for solving problems. ‘l(:h§ goods and services produced.
E

What Attempts Are Being Made to Deal with Urban Protlems

l. The role of government
. Y - €
a. Creation of the Department of Housing and Urban Development and
_ the Department of Transportation in the Federal Government
. b. Model cities program
. c. Federal - State - City programs in highwey construction,
Education, public housing, urban renewal and rehabilitation,
mass transportation
d. Tax incentives to private sectors to locate industry and to
provide training and employment opportunities for the hard ’ .
core of unemployed . .
e. Proposals for tax shering .
f. Regional planning and coordination
g. Increased emphasis on city planning and a master pian
h, Creation of indeépendent authorities to deal with specific problem
e.8., Metropolitan Transportation Authority, Port Authority . , 'ﬁ
i. High speed interurban trains '
j. Attempts to stagger working and delivery hours in New York City
k., Proposals by the National Advisory Commission on Civil Disorders
1. Suggestions for the creation of a unified metropolitan government

..
g

2. The Role of the.Priva.te Sector
a. Industry programs toward desired social and economic goals

élg Job training
Msking community aware of problems . Urban Coalition

’ L]

b, Innovations; e.g., Community Action Programs, decentralization
and changing school curriculum, Black capitalism
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Uhderstandings

Individuals should participate in
local community programs,

A combination of publie and
Private Planning is needed to
meet the city's problems.

The urban crisis requires national

attention since urban problems are
becoming more complex,

Content

Democratic living entials
duties and responsibilities

as well as rights ang privileges.

(P.s.)

Governments sre established +¢
do for the individual what he
cannot do fcr himselr, (P.8.)

National andg local units or

government are interrelated ang
interdependent, (P.S.)

o0
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THEME VI - COMPARATIVE ECONOMIC SYSTEMS - THE SOVIET UNION

Ov‘e:rvi ew

Man has developed a variety of economic systems to deal with the problems of
his society. These systems have generally been categorized by the decision
meking process of tradition, commend, and the market.
economy, curs included, operates completely within its theoretical frame but

moves in varying degrees from it,.

Today we find that no

By studying the economy of the Soviet Union we can readily see another ap-
proach to "solving" basic economic problems we envountered in Theme I.

We are also afforded an opportunity to review our own economic system by
comparing the differences and similarities between American and Russian
philosophy, economic approach, and performesnce.

Time permits just a study of one other economic system. It is.understood,
of course, that other economic patterns exist and teachers may wish to
pursue these in order to provide valuable learnings.

What is the Structure of the Soviet Economy?

l. The Soviet economy is & mixed planned socialist econony i,e., goals'a.nd
Planning are directed by the Communist Party.

The United States is mainly a price directed economy with some roles

played by government,

2, Centra.l- Planner (Gosplan) implements the program for the economy.

a. Priority system of production
b. Production quotas
ce Set prices

3. Prices are set Lo assure and enforce state-desired goals for the dis-
tribution of goods and services and the fulfillment of other goals.
They do not serve as guides as in a market economy. Prices are used

to regulate consumption,

L, Unlike the United States, the Soviet Economy is characterized by public
ownership of the means of production, e.g., factories, mines, railroads,

retail establisments, natural resources,

5. BSome private enterprise does exist .8+, peasants'
small shops, repairs, some professional services.

A. The wace svatem 18 haced an ndoea pad

o

2l an

ant

agricultural markets, l



moves in varying degrees from it.

By studying the economy of the Soviet Union we can readily see another ap-
proach to "solving" basic economic problems we encountered in Theme I.

We are also afforded an opportunity to review our own economic system by
comparing the differences and similarities between American and Russian
philosophy, economic approach, and performance.

Time permits just a study of one other economic system. It is understood,
of course, that other economic patterns exist and teachers may wish to
pursue these in order to provide valuable learnings.

What is the Structure of the Soviet Economy?

1. The Soviet economy is a mixed planned socialist economy i.e., goals and
planning are directed by the Communist Party.

The United States is mainly a price directed economy with some roles
played by govermment.

2., Central Planner (Gosplan) implements the program for the economy.

a. Priority system of production
b. Production quotas
‘Ce Set prices

3, Prices are set to assure and enforce state-desired goals for the dis-
tribution of goods and services and the fulfillment of other goals.
They do not serve as guides as in a market economy. Prices are used
to regulate consumption.

L, Unlike the United States, the Soviet Economy is characterized by public
ownership of the means of production, e.g., factories, mines, reilroads,
retail establisments, natural resources.

5, Some private enterprise does exist e.g., peasants' agricultural merkets,
small shops, repairs, some professional services,

6. The wage system is based on piece rates with speciel differenticl wages,
and supplemental, or chesper, consumer rations to attract more workers
or induce greater output,

7. Private profit from the employment of others or the resale of goods is
generaily not permitted.

a. Planned profits represent savings that are used for many purposes
including the promotion of capital accumulation
b, Profits do not represent a reward for riskstaking
8. Agriculture employs many Soviet workers,
a., Collective farms (kolkhozy)

(1) Most of the output goes to the state, the remainder to the members
(2) Wages are determined by the type and productivity of labor performed

Y
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b. State farms (Sovkhozy) - farm workers on wage basis
c. 3% of croplend in small private plots accounts for 30% of fam
output

9. The Central govermment attempts to stabilize the flows of money.

a. The state budget regulates spending and investment
b. State bank regulates the economic functions performed by business
c. Turnover tax

{1) An added-on tax regulating the financial behavior of the
consumer and business
(2) The most important source of revenue for the Soviet

government.
Understendings Concepts

In the Soviet economy, planners imple- Socleties develop economic

ment party divectives on what is to be systems in order to allocate

produced and how it shall be produced. limited resources. (E)

Capitel goods and natural resources are Govermments exist to make

stated owned. rules for group living. (P.S.)

Most individuals receive their incomes The decisions to produce

through wages that are controlled to capital goods rather than

regulate consumption. cousumer goods is made pos-
gible by savings and in-

The individual profit motive is vestment., (E)

limited and individual freedom of

cholce pleys a secondary role in Human wants are always

allocating resources. greater than the available
resources. (E)

The Soviet govermment plays a significant In any Society choice

role in determining what and how goods determines the goods and

are to be produced. services produced. (E)

How Well Has the Soviet Economy Performed?
1. Economic growth

a.s The system places a priority on industrial and militery production
Industrial output more than tripled since 1950

b. Growth has been rapid but since 1963 the growth rate has slowad

- 1 .




(1) An added-on tex reguleting the financial behavior of the
consumer and business
(2) ™e most important source of revenue for the Sovist

government.
Uncerstandings Concepts

In the Soviet economy, planners imple- Socleties develop economic

nment party directives on what is to be systems in order to allocate

produced and how it shall be produced. limited resources. (E)

Capitel goods and natural resources are Govermments exist to make

stated owned. rules for group living. (P.S.)

Most individuals receive their incomes The decisions to produce

through wages that are controlled to capital goods rather than

regulate consumption. consumer goods 1s made pos~
sible by savings #d in-

The individual profit motive is vestment., (E)

limited end individual freedom of

cholce plays a secondary role in Humen wants are always

allocating resourcss. greater than the availeble
resources, (E)

The Soviet govermment plays a significant In any Sociaty choice

role in determining what and how goods determines the goods and

are to be produced. services produced. (E)

How Well Has the Soviet Economy Performed?

1., Economic growth

a. The system places & priority on industrial and military production
Industrial output more than tripled since 1950

b. Growth has been rapid but since 1963 the growth rate has slowed
down

¢, Total GNP is lower than in the United States

d. Weeknesses in the planning system have led to inefficiencies and
poor quality of production

e. Soviet farm output is characterized by low productivity and low
yields while the United States has produced surpluses and high yields

(1; lack of adequate incentives
(2) shortage .of machinery and chemical fertilizers

2. Economic security

8. Workers receive considerable sums in the form of pensions, allowances,
stipends, free education, medical payments and other benefits and
paynents

b. No system of unemployment insurance exlists, although unemployment is
Practically non-existant

3. Economic justice

&« The Soviet Union has made great strides to improve and expand its
educational programs

be The syctem often directly chanmmels students into occupations where
there is a need for particular skills
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Ce Creater mobility from job to job has recently developed

d. Increasing opportunities for education and occupational training
has given upward mobility to many in the Soviet Union

e. Inequalities in income have created class distinctions

(1g Great differences exist in wage scales

Bonuses for producing above one's quota

(3) Persons holding high positions are given the use of cars with
chauffeurs, apartments, long holidays, and trips ebroad

(4) The tax structure is not progressive but proportional to income
earned

(5) Fectory workers are paid more than agricultural labor

4, Standard of living

a. While money incomes in the Soviet Union are iower then in the United
States, there are many free services and lower priceés in some areas,
e.g., medical care, housing -

b. Compared to the United States, Soviet housing is crirped, consumer
goods and services costly, and diets less varied

c. Per capita income in the Soviet Union is far below that of the
United States but it is increasing at a faster rate.

5. Economic stability

a., The Soviet economy has: avoided the wide downward swings of the
business cycle because of central control over investments and
output

b, Inflation and foreign exchange however, are persistent Soviet
problems and have led to the devaluation of the ruble and the
virtual cnacellation of debt

c. Low productivity, labor turnover, and underemployment contribute
toward economic difficulty. ’

Understandings Concepts
Great stress hes been placed on in- The culture in which a man
dustrial investment and rapid economic lives influences his thoughts,
growth even though this means holding values, and actions. (A.S)
down current consumption.
Soviet workers enjoy a degree of social Governments makes- rules to
security. promote the interests of

society. (P.S.)

Differences exist in the standard of Economic systems vary widely

living among various groups in Russia. i? gheir theory and practice,
E

The Soviet economy has not had severe Government policies of taxing,

economic fluctuations in recent years, spending, borrowing, and

controlling credit and money
supply have powerful effects
upon recessions or prosperity.

(E)
Since planning operates under & Governments exist to make rules
political dictatorship, economic for group living. (P.S.)

freedon is restricted to & much
greater degree in the Soviet Union
than in the United States.

15
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What Changes Have Taken Place in the Soviet Econemy?

1. Investment in heavy industry retains its priority, but increasing
emphasis is being Placed on consumer goods,

2. Atbempts have been made to decentrallize the industrial system ang
meke it more responsive to local needs and resources, e.,g., direct
contracts among enterprises,

3. Factory managers have been receiving increased authority and flexibility;
€¢8sy Liberman Plan,

4, Experimentation with "Market Socialism" - the introduction of' such concepts
as cost, sales, and profits, rather than quantity, as tools that
measure success,

5. There has been greater economic dependence on trade and ties to Eastern

Europe since World War II. ¢
Understandings Concepts

Modificetions in +he Soviet economic Change is constant in

structure have been made to increase history. (H)

production and efficiency,

(OPTIONAL) What Other Forms of Socialism Do We Find Today?

l. Western Europe mixes, in varying degrees, democracy with Socialism,
Sweden, England.

2, Communism hag established varying degrees of public and private
involvement in the economy, e.g., Eastern Central Europe, China,

3. Since private capital does not exist, developing countries have
tended toward some form of socialism, e.g., India, Indonesia, Ghana.,

o6
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THEME VII - INTERNATIONAL ECONOMIC PROBLEMS
Overview

The United States economy, with all its power and wealth, must conduct
itself within the framework of the total world economy. We depend on
many goods and services made in other countries and we depend on other
countries buying goods and services from us, Similarly the problems
confronting other economies have their impact on vhe United States.

This theme is divided into two parts. The first deals with the implica-
tions of international trade and how international economic progress

and problems affect our economy. The second part relates economies of
abundance to the developing economies »f the world today in terms of
problems and their mutual interest in solving these problems.

Teachers may treat in depth one oi' these areas depending on class
interests and current economic .ituations,

International Trade

l. How important is foreign trade?

a. United States business needs foreign markets for its manufactured
and agricultural goods shipped abroad annually

b. Imports of vital raw materials are necessary for economic growth
of all nations

c. International investment helps produce essential items such as
0il and steel

d. Imports help to raise our standard of living and add to the variety
of available goods

e, Foreign trade permits regional specialization with all its ensuing
benefits, i.e., comparative advantage

f. Free trade helps insure & hetter division of labor and allocation
of resources

g. Total trade affects our balance of peyments,

2. What are the problems of international trade?

a. Barriers to trale result from teriffs, quotas, and administrative
regulations

(1) Nations do nnt have uniform standards for fulr competition
and employee welfare, nor do they have full employment

(2) United States tariff policies have been the subject of
differences of opinion at various periods of our history -
protectionism

b, United States balance of payments has been of great concern in
recent years because of the international position of the dollar

¢, Different currencies complicate the problem of meking international
payments and getting credit

3. What attempts have been made to further international trade?



A -9 UWyillpg gUUUS alld SCIUVLCCS IT0m US, Ll lal'ly the prob.lems i
confronting other economies have their impact on the United States.,

This theme is divided into twe parts. . The first deals with the implica-
tions of international trade =and how international economic progress

and problems affect our economy. The second part relates economies of
abundance to the developing economies of the world today in terms of
problems and their mutual interest in solving these problens,

Teachers mey treat in depth one of these arsas depending on class
interests snd current economic situations,

International Trade

a. United States business needs foreign markets for its manufactured
and agricultural goods shipped abroad annually

b, Tmports of vital raw materials are necessary for economic growth
of all nations

¢, International investment helps produce essential items such as
oil and steel

d. Imports help to raise our standard of living and add t. ‘he variety
of available goods -

e. Foreign trade permits regional specialization with all its ensuing
benefits, i.e., comparative advantage

f. Free trade helps insure a better division of labor and allccation
of resources

g. Total trade affects our balance of payments,

|
l. How important is foreign trade? l

2, What are the problems of international trade?

2. Barriers to trade result from tariffs, quotas, and administrative
regulations

(1) Nations do not have uniform standards for fair competition
and employee welfare, nor do they have full employment

(2) United States tariff policies have been the subject of
differences of opinion at various periods of our history -
protecticnism

t. United States balance of payments has been of great concern in
recent years because of the international position of the dollar

¢, Different currencies complicate the problem of meking international
payments and getting credit

3. What attempts have been made to further international trade?

2. Reciprocal Tariff Agreements
b. General Agreement on Tariffs and Trade ‘
c. FXuropean Common Market

d. European Free Trade Association
e, International Monetary Fund

s International Trade Organization
& Trade Expansion Act, 1962

S8
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Understandings Concepts
Crecialization in production leads to Regions are organized on the basis
international trade, of how people organize their
geography. (G)
In any society choice determines the
goods and services produced., (E)
Trade can be beneficial to all Increased productivity makes pos-
countries of the world, sible the greater satisfaction of
men's wants, (E)
Barriers to international trade have Govermments have grown more complex
been erected despite the advantage in response to changing needs and
of free trade, conditions, (¥.S.)
Although American Foreign Trade policy Progress involves change toward a
has varied during our history, today desired goal. (H)

is directed toward freer trade.

Developing Economies

1, What are the problems of developing economies?

&. A lack of funds for capital formation due to low incomes and limited
savings

b. Generally, the masses live in extreme poverty, famine and disease is
frequent and the average human life span is about 35 years

c. Sharp increases in population results in lower average incomes

d. TIlliteracy and the lack of training in skills contribute stromgly to
economic backwerdness

@, Dependence on one or two basic exports makes the econonmy vulnerable
to sharp price fluctuations in world markets

f. Lack of social overhead capital investment, such as, transportatiun,
communication, power hinders technological progress

g+ The political and social atmosphere often retards economic
development

h, There is an unwillingness on the part of people to wait for improved
standards of living, i.e., "revolution of rising expectation."

2., How has the United States tried to assist the developing economies?

EBig‘ a. Types of gid




Trade can be beneficial to all
countries of the world,

Borriers to international trade have
been erected despite the advantage
of free trade,

Although American Foreign Trade policy

Inereased productivity makes pos- 1
sible the greater satisfaction of
man's wants, (E)

Governments have growa more complex
in response to changing needs and
conditions, (P.S.)

Progress involves change toward a

has varied during our history, today

desired goal., (H)

is directed toward freer trade,

Developing Economies

1.

2.

What are the problems of developing economies?

a., A lack of funds for capital formation due to low incomes and limited
savings

b, Generally, the masses live in extreme poverty, famine and disease is
frequent and the average human life span is about 35 years

c. Sharp increases in population results in lower average incomes

d. TIlliteracy and the lack of training in skills contribute strongly to
economic backwardness

e. Dependence on one or two basic exports makes the economy vulnerable
to sharp price fluctuations in world markets

f. Lack of social overhead capital investment, such a2z, tranc ortation,
communication, power hinders technologlcal progress

g. The political and social atmosphere often retards economic
development *

h, There is an unwillingness on the part of people to wait for improved

standards of living, i.e., "revolution of rising expectation.”

How has the United States tried to assist the developing economies?

8o

b

Types of aid

(1) Improving trade relations - preferential tariffs

(2) Encouraging private investment abroad

(3g Government economic aid

(4) Specific United States programs - e.g., Alliance for Prcgress,
Peace Corps, Food for Peace

(5) United States support to international assistance programs, e.g.,
WHO, FAO, UNICEF, World Bank.

Evaluation cf Assistance

(1) Overall rate of growth is not marked in areas aided by the United
States

(2) It is difficult to encourage capital formation, modern technolog-
ical methods and better schools in a few years

(3) Difficult to overcome political and social patterns in developing
nations and achieve economic progress

(4) There has been an increase in foreign technological and capital
assistance

(5) Tncreased foreign trade has stirmlated growth in some economies.

60




Uhderstandi§§§

Developing nations must overcome
problems of hunger, illiteracy,
disease, and overpopulation to
improve their standard of living,

Lack of adequate capital and
limited technical skills have
hindered economic growth.,

The United States has become in-

creasingly concerned with economic

growth in developing nations a1d
has provided various forms of
assistance,

61
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Concepts

History is a continuous process
leading to the present, (H)
Geographic factors have a signif-
icant role in ‘he life of g
nation, (G)

The environment in which a per-
son lives greatly affects his
opportunities for personal
growth and development, (A-S)

Human wants are always greater
than available resources. (E)
In any society choice determines
the goods and services

produced. (E)

Increased productivity mekes
possible the greater satis-
faction of man's wants, (E)

Change is a constant in
history. (H)
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SUGGESTED LEARNING ACTIVITIES AND TEACHING STRATEGIES

THEME I: AN INTRODUCTION TO ECONOMICS AND ECONOMIC PROBLEMS

Introduction

The materials in this\%ﬁéﬁé‘zfé’intended to introduce students to the
nature of economics and the general functions of an economic system.
After an overview of economic systems in general, .his section develops
an understanding of the basic framework of the market system in the
United States.

To do this effectively, it is of the utmost importance that teachers
continually relate this theme, and the others that follow, to student
experiences and current economic issues and problems. This will meke
certain that the student realizes the immediate relevance of what he is
studying. Teachers may wish to make question III below the focus of this
theme for students achieving below grade level,

Furthermore, students in their 12th year should realistically consider
both the achievements and shortcomings of our economic system.

The learning activities in this theme are centered around significant
problems:

I. How do indivicdusls and societies make economic choices?

II. What is the nature and function of the American Economic
System?

III. What is ihe role of the consumer in our market system?

IV. How has our market economy made man interdependent?

Emphases: Secarcity is the basic economic problem of all societies,

Individuals ard societies create priorities by choosing
among alternatives.

Choice affeets the standard of living of individuals

I. HOW DO INDIVIDUALS AND SOCIETTES MAKE ECONOMIC CHOICER?
and societies.

62
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A. Using pictures ang cartoons to illustrate the problem of economic choice,

NASA
LOFTY ACHIEVEMENTS and grave,
unsolved goverty problems are part of
mixed postwar American scene. Upper
photo shows scuthern India as viewed
from 460-mile-high Gemini spacecraft,

Q

ERIC

Aruitoxt provided by Eric




NI.SA
LOFTY ACHIEVEMENTS and grave,
unsolved poverty problems are part of
mixed postwar American scene. Upper
photo shows southern india as viewed
from 460-mile-high Gemini spacecraft.

OEO
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ERIC

Aruitoxt provided by Eic:
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Questions for Inquiry and Discovery

1. What goals do these pictures illustrate?
2. Which is more important? Why?

3« According to the cartoonist, are the governments priorities best
for the people? _

be Why is it difficult to solve both problems?.

5. Are there otner problems that you think should get greater priority?
Why?

Follow-ug Activities
Irndividual Project

are discussed,
b. The State of the Economy,
THE STATE OF THE ECONOMY

(Adapted from Feconomie Report of the President, January 1965)

I am pleased to report

- that the rising tide of our prosperity, drawing new strength from
the 1964 tax cut, is about to enter its fifth consecutive year;

- that, with sound policy measures, we can look forward to wninterrupted
and vigorous expansion in the year ahead..., :

Thus, the record of our past four years has been one of simultaneous advence

toward full employment, rapid growth, price stability o and international balance,

We have proved that with proper policies these goals are not mutually incon-
sistent. They can be mutually reinforcing,

The unparalleled economic achievements of these past four Years have been
founded on the imagination, prudence, and skill of our businessmen, workers s
investors, rarmers, and consumers, In our basically private economy, gains can
come in no other way,

But since 1960 a rew factor has emerged to invigorate private efforts, The
vital margin of difference has come from Government policies which have sustained
& _sveady, but nonin ationary, growth of markets,

Our prosperity is widespread, but it ig not complete, Our growth has been steady,
but its permanence 1s not essured. Our achievements are great, but our tasks are
unfinished.




3. According to the carioonist, are the governments priorities best
for the people?

L, Why is it difficult to solve both problems?

5. Are there other problems that you think should get greater priority?
Why?

Fbllow;gg Activities

Individual Project

* a, Students can begin to develop a scrapbook of plctures and articles
appearing in newspapers and magazines that relate to economics.
These can be referred to from time to time as the appropriate topices
are discussed.

b. The State of the Economy.
THE STATE OF THE ECONOMY

(Adapted from Economic Report of the President, January 1965)

I am pleased to report

- that the state of our economy is excellent.

- that the rising tide of our prosperity, drawing new strength from
the 196k tax cut, is ahout to enter its fifth consecutive year;

- that, with sound policy measures, we can look forward to uninterrupted
and vigorous expansion in the year ahead....

Thus, the record of our past four years has been one of simultaneous advance
toward full employment, rapid growth, price stability, and international balance.

We have proved that with proper policies these goals are rot mutually incon-
sistent., They can be mutually reinforcing,

The unparalieled economic achievensnts of these past four years have been
founded on the imegination, prudence, and skill of our businessmen, workers,
investors, farmers, and consumers, In our basically private economy, geins can
come in no other way.

But since 1960 a new factor has emerged to invigorate private efforts. The
vital margin of difference has come from Government policies which have sustained
& _steady, but noninflationary, growth of markets,

Our prosperity is widespread, bui it is not complete, Our growth has been steady,
but its permanence is n.t assured. Our achievements are great, but our tasks are
unfinished.

Four years of steadlly expanding job opportunities have not brought us to full
employment.

The promise of the Employment Act of Job opportunities for all these able and
end wanting to work has not yet been fulfilled. We cannot rest until it is,

¥ Recommended for Students Achieving Below Grade Level
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The war agalinst Peverty has begun; its prosecution ig one of our most urgent
taske in the years ashead,

to achieve fu13 employment without inflation;

to restore external equilibrium ang defend the dollar;

to enhance the efficienqy and flexibility of our private and public
économies;

to widen the benefits of Prosperity;

to improve the quality of American life cece

The 1966 Budget Message outlines my fiseal philosophy. W2 have four priorities:

- to strengthen our natural defense;

- to meet oyr Pressing human needs;

- to maximize the efficieney of Government Operations;
- to sustaip the advance of our Nation's economy,

In these Priorities 1ieg the key to our whole strategy or attack on waste;
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- the waste of excessive Government personnel, obsolete installations,
and outmoded public services which is the cost of inefficient Government;

b ]
fhrmers, and merchantg to effective bublic policies that strive o define
and achieve the national interest in

-~ full employment with stable Prices;

= rapid economie growth;

- balance in owr external relationships;

- maximum efficiency in owr publie ang Private economies,

These peremnisl ava11.. .




The war against poverty has begun; its prosecution is one of our most urgent
tasks in the years ahead.

Our goals for individusls and our Nation extend far beyond mere affluence.
The quality of American life remains a constant concern.

The task of economic policy is to create a prosperous America. The
unfinished task of prosperous Americans is to build a Great Society.

Our accomplishments have been many; these tasks remsin unfinished:

to achieve full employment without inflation; *
to restore external equilibrium and defend the dollar;

to enhance the efficiency and flexibility of our private and public
economies;

tc widen the benefits of prosperity;

to improve the quality of American 1life .eo.

The 19€6 Budget Message outlines my fiscal philosophy. We have four priorities:

to strengthen our natural defense;

to meet our pressing human needs;

- to maximize the efficiency of Government operations;
to sustain the advance of our Nation's economy.

In these priorities lies the key to our whole strategy of attack on waste:

the waste of lives and property and progress which is the cost of war;

- the waste of human potential and self-respe.c which is the cost of
poverty and lack of opportunity; : -

the waste of excessive Government personnel, obsolete installations,

ani outmoded public services which is the cost of inefficient Government;
the waste of men and facilities and resources which is the cost of
economic stagnation,

The accomplishments of the past four years are a measure of the constructive
response that can be expected from workers, consumers, investors, managers,
farmers, and merchants to effective publie policies that strive to define
and achieve the national interest in

- full employment with stable prices:

- rapid economic growth;

- balance in our external relationships;

- maximum efficiency in our public and private economies.

These perennial challenges to economic policy are not fully mastered; but
we are well on our way to their solution.

Questions for Inquiry and Discovery

l. According to this statement, what are the values President Johnson
seems most interested in?

2. How might these values influence his behavior as President?

3. Can you detect values in the report that may be in conflict with
each other?

4. Which of these values appeal to you? Which do you dislike? Why?
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Follow-up Activities

Students can compare the goals of the Johnson administration to those
of President Nixon by referring to the fcllowing paragraphs taken from
Nixon's Budget Message to Congress, February 2, 1970,

A STRATEGY FOR THE SEVENTTES

I am pleased to present s budget that demonstrates a shift in priorities;
we now begin to turn in new directions,

Changing priorities - Abovt 4if% of estimsted outlays in the 1971 budget
will be devoted to human resources - spending for education and manpower,
health, income security, and veterans benefits and services. Spending

for national defense, despite continued improvements in our military

forces, will claim a smaller percentage of the budget than in any year since
1950, Although stilil comparateively small, other major programs of this

Administration - pollution control, crime reduction, transportetion, and housing

are planned to grow substantially in the years ahead, ees Decisions to in-
clude new spending progrars in this and future budgets will recognize
long-run savings that would be lost if action is not taken, TFor example,
the proposed Family Assistance Program is designed to reform our ocutmoded
welfare system, If enacted, i1t would cost an estimated $4.4 billion in the
first full year of effect, However, the incentives to Preserve families
intact and increase gainful employment will eventually mean a long-run
increase in economic self-sufficiency, which I believe far outweighs these
substantial, but essentlal, public costs.

The path to our goals - Among the meritorious claims on our resources ore:

- Protecting our physical environment by taking further actions to

reduce air and water pollution, and by rroviding additional parks,

open spaces, and other recreation opportunities,

Maintaining our physical and economic base by improving transporta-

tion systems, and by stimilaeting the construction of additional low-

and modergte~income housing.

Bringing better health to all, by reforming the health care delivery

system, by increasing the Nation's corps of needed health personnel,

and by emphasizing areass that Promise important break-throughs in

medical resesrch,

Equalizing career opportunities by investing in new methods of

education, in aid to low- and middle-income college students, and

in Job training.

- Renewing the American education system by emphasizing research and
experimentation, by investing in teacher training and new community
colleges. and by redressine dnamidddan fa ot o .
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A STRATEGY FOR THE SEVENTIES

I am pleased to present a budget that demorstrates a shift in priorities;
we now begin to turn in new directions.

Changing priorities - About 41% of estimated outlays in the 1971 budget

will be devoted to humen resources - spending for education and manpower,
health, income security, and veterans benefits and services, Spending

for national defense, despite continued improvements in our militaxry

forces, will claim a smaller percentage of the budget than in any year since
1950, Although still comparateively small, other major programs of th.s
Administration - pollution control, crime reduction, transportetion, and housing
are planned to grow substantially in the years ahead., ... Decisions to in-
clude new spending programs in this and future budgets will recognize
long-run savings that would be lost if action is not taken., For example,
the proposed Family Assistance Program is designed to reform our outmeded
welfare system., If enacted, it would cost an estimated $4.4 billion in the
first full year of effect. However, the incentives to preserve families
intact and increase gainful employment will eventually mnean a long-run
increase in economic self-sufficiency, which I believe far outweighs these
substaniial, but essential, public costs.

The path to our goals - Among the meritorious claims on our resources are:

- Protecting our physical environment by taking further actions to
reduce air and water pollution, and by providing additional parks,
open spaces, and other recreation opportunities,

- Maintaining our physical and economic base by improving transporta-
tion systems, and by stimulating the construction of additional low-
and moderate-income housing.

- Bringing better health to all, by reforming the health care delivery
system, by increasing the Nation's corps of needed heslth personnel,
and by emphasizing areas that promise important break-throughs in
medical research.

- Equalizing career opportunities by investing in new methods of
education, in aid to low- and middle-income college students, and
in job training.

- Renewing the American educetion system by emphasizing research and
experimentation, by investing in teacher training and new community
colleges, and by redressing inequities in educational financing.

- Obtaining budget surpluses in order to generate additionsl savings
so housing and State and local construction can be finenced without
undue reliance on Federal aid. The absence of such surpluses would
tend tc keep interest rates high and to make capital markets less
efficient,

- Reducing and realigning tax bHurdens further in a fair and Judieious
menner, when such action is prudent and desirable in the light of all
other national priorities.

As long as the growth of revenues exceeds the growth of "built-in"
expenditures we will be able to make some genuine progress toward these
goals,

The progress that we make in pursuit of these goals must depend on their

relative priority, our ability to design workable programs, and our
willingness to raise the required resources.
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qQuestions for Discussion

1. How are these goals similar to the gosls of President Nixon? How
do they differ?

2, VWhy do they differ in some areas?

¥2, Students can learn to analyze an economic problem by being led through
the process of looking at possible solutions, evaluating their
consequences, identifying goals, and choosing between possible solutions.

Case 1

Sunlight streamed through the window, casting a shadow on Jim's desk.
As the bell rang ending school for the day, Lucy turned to him. "want
to walk me home?"

Lucy was beautiful., She'd never before shown any interest in Jim.
Before Jim got a chance to answer, Miss Brown rapped for attention.

"I almost forgot," Miss Erown said. "There's an announcement. All
boys who want to try out for the baseball team must meet in the gym
immediately after school today."

Jim's world collapsed. He'd been 1lifting weigats all winter to stay

in shape . Last year he didn't quite make it. He had a good arm, and
his hitting wasn't bad. His fielding was only fair, but not as bad

as Ted's. There'd be plenty of ccmpetition., Why did everything have to
happen at once!

Iucy stoood up and turned toward him, "Coming Jim?" Before Jim could
answer, Ted called across the aisle, "Let's go!"

Questions for Inquiry and Discovery

l, What alternatives are open to Jim?



*2, Students can learn to analyze an economic problem by being led through
the process of Jooking at possible solutions, evaluating their
consequences, identifying goals, and choosing between possible solutions,

Case 1

Sunlight streamed through the window, casting a shadow on Jim's desk.
As the bell rang ending school for the day, Lucy turned to him. "Want
to walk me home?" '

Lucy was beautiful, She'd never before shown any interest in Jim.
Before Jim got a chance to answer, Miss Brown rapped for attention.

"I almost forgot," Miss Brown said, "There's an snnouncement, All
burs who want to try out for the baseball team must meet in the gym
immediately after school today."

Jim's world collepsed. He'd been 1lifting weights all winter to stay

in shape . Last year he didn't quite meke it. He had a good arm, and
his hitting wasn't bad. His fielding was only fair, but not as bad

as Ted's, There'd be plenty of competition. Why did everything have to
happen at once! :

Lucy stoood up and turned towerd him., "Coming Jim?" Before Jim could
answer, Ted called across the aisle, "Let's go!"

Questions for Inquiry and Discovery

l. What alternatives are open to Jim?
2. What consequences can you anticipate for each alternative?
3. What decision should Jim make? Why?
Apply the above to the following cases,
Case 2

You worked after school last term and saved $50. One of your friends
is getting a new bicycle and has offered you his two year old model for
$50., New it costs $105. Should you buy it? Why?

Case 3

You have been offered the opportunity to attend a special summer program
for high school students at a local college campus., You will live on
campus and will be required to attend courses to help you study more
effectively. It has been suggested that if you complete this program
successfully you might be given a college scholarship when you graduate
from high school. You have also been offered & job at a neighborhood
market paying $60 a week. What should you do? Why? What must you
consider before making your choice? What are your famlly needs?

*¥Recommended for Students Achieving Below Grade lLevel
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3. Use the following chart to build a model of the economic problem in
society.

Teachers should point out to the class that models simplify
the system but can be used to build on later in the course.

HUMAN WANTS nesouncss

1. Unlimited. 1. Scarce relative
3. Can be satisfied 10 human wants,

in different 2. Can be used in
ways. different ways.

ol
CHOICL = BASIC ECONOMIC PROBLEM
Joss OF AN ECONOMIC SVSTEM

I What to produce I I How much o produce l
How 0 use rcsourm l How to distribute output I

Questions for qupigz and Discovery

SCARCITY

1. Does your family own a car? A color TV? Diamonds?
2., How meny would like to own these items?

3. Why can't everyone have everything he wants?

4. What are the problems that we face due to scarcity?

5. What are the purposes of an economic system?

costs and choice,

Problem One

. ¥, The following problems can be used to develop the concepts of goals,

John is not bad on the electric guitar and has a passable voice. He
has written a few folk-rock numbers that his high school crowd says

are great, His combo plays for school parties and occasionally for
community groups. ILast week he played at a school dance and was paid
$50. John also is a guard on the high school basketball team. In fact,
he was Just chosen for the All-City team. Steate College has offered
him & scholarship. He never really planned to go to college., What .




HUMAN WANTS RESOURCES

1. Unlimited, 1. Scarce relative

3. Can be satisfied 10 human wants,
in different 2. Can be used in
ways. different ways.

CHOICE * BASIC ECONOMIC PROBLEM
JOBS OF AN ECONOMIC SYSTEM

I What to produ‘/ I \\luow much to produce I
l How w0 use resources l How to distribute output |

Questions for Inquiry and Discovery

l. Does your family own & car? A color TV? Diamonds?

2. How many would like to own these items?

3. Why can't everyone have everything he wants?

4, What are the problems that we face due to scarcity?
5. What are the purposes of an economic system?

The following problems can be used to develop the concepts of goals,
costs and choice.

Probler One

John is not bad on the electric guitar and has a passable voice. He
has written a few folk-rock numbers that his high school crowd says

are great, His combo plays for school parties and occasionelly for
community groups. Last week he played at a school. dance and was paid
$50. John also is a guard on the high school basketball team. In fact,
he was Just chosen for the All-City team. State College has offered
him a scholarship. He never really planned to go to college. What .
should he do?

Questions for Inquiry and Discovery

l. What choices does John have? What is the real cost of each choice?
2. What are your own goals?

3. Which choice is most likely to achieve your goal?

¥ Recormended for Students Below Grade Level
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A large house adjoining an elementary school has Jjust been -orn down,
The lot has been put up for sale. A supermarket is interestod in
buying the lot to build & new, modern market, Many people have
complained to the City Couneil that g market next to a school is
dangerous, They say that markets create traffic and traffie creates
accidents. The owners of the market argue that traffic moves slowly
around stores and represent no real danger, They also call attention
to the fact that ag taxpayers, they also do much to support education
in the city, and the more they prosper, the more taxes they pay.

Questions for Inguiry and Discovery
l. As city councilmen, what are your objectives?

2. What solutions are o
solution?

3. Which solution is most likely to achieve your objectives?

4, 1If you were a city councilman, how would you solve this problem?
WHAT IS THE NATURE AND FUNCTION OF THE AMFRICAN ECONOMIC SYSTEM?
Emphases:

decisions,
Price plays g key role in the American econonmy.

Many factors influence our Price system os that it operates imperfectly,

**A. Using excerpts from secondary sources to understand the development
of the Market System,

"eeeeThe world has gotten along for centuries in the comfortable
rut of tradition and command; to abandon thig security for the ...,

berplexing security of the market system, nothing short of g
revolution was required,

"It was the mst :I_mmr‘l-.nn-f- MmarrAtecde d . -~
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accidents. The owners of the market argue that traffic moves slowly

around stores and represent no real danger. They also call attention
to the fact that as taxpayers, they also do much to support education
in the city, and the more they prosper, the more taxes they pay.

Questions for Inguiry and Discovery

1. As city councilman, what are your objectives?

2. What solutions are open to you? What is the real cost of adopting each
solution?

3. Which solution is most likely to achieve your objectives?
4. If you were a city councilman, how would you solve this problem?
II. WHAT IS THE NATURE AND FUNCTION OF THE AMERICAN ECONOMIC SYSTEM?

Emphases:

Societies have organized in many different ways to make economic
decisions,

Price plays a key role in the American economy.
Many factors influence our price system os that it operates imperfectly.

**¥A. Using excerpts from secondary sources to understand the development
of the Market Systemn.

".eesThe world has gotten along for centuries in the comfortable
rut of tradition and command; to abandon this security tor the ee..
perplexing security of the market system, nothing short of a
revolution was required,

"It was the most important revolution, from the point of view of
shaping modern society, that ever took place .... To understand
the wrenching which it gave society, we must immerse ourselves
in that earlier and long-forgotten world from which our own
soclety finally spring ....

"First stop: France. The year, 1305.

"It is a fair we visit. The traveling merchants have arrived that
morning with their armed guard, have set up their gaily striped tents,
and are trading among themselves and with the loca. nopulation.

A variety of exotlic goods is for sale: silks and taffetas, spices

and perfumes, hides and furs ....

"....inside the tents we meet with a strange sight. Books of
business, open on the table, are barely more than notebooks of
transactions; & sample extract from one merchant reads: "Owed

ten gulden by a man since Whitsuntide. I forgot his name.'
Calculations are made largely in Roman numerals and sums are often
wrong; long division is reckoned as something of a mystery and
the use of zero is not clearly understood ....

¥¥Recommended for Students Achieving Above Grade Level
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"Next stop: ".r-any, The year, 1550 odd,

"Andreas Ryff, g merchant, bearded and fur-coated, is coming
back to his home in Baden; he writes in a letter to his wife
that he has visited thirty markets and is troubled with saddle=~
burn, He is even more troubled by the nuisances of the times;
as he travel: he is stopped approximately once every six miles
to pay a customs toll; between Basle and Cologne he pays
thirty-one levies,

"And that is not all, Fach commnity he visits has its own

money, its own rules and regulations, its own laew and order,

In the area around Baden alone there are 112 different measures of
length, 92 different square measures, 65 different dry measures,
163 different measures for cereals and 123 for liquids, 63

special measures for liquor, and 80 different pound weights.

"We move on: we are in Boston in the year 164%.

"A trial is in progress; one Robert Keane, 'an ancient professor
of the gospel, a man of eminent parts, wealthy and having but one
child, and having come over for conscience' sake and for the
advancement of the gospel,' is charged with & .... crime: he has
made over sixpence profit on the shilline, an outrageous gein,
The court is debating whether to excommunicate him for his sin,
but in view of his spotless past it finally relents and dismisses
him with a fine of two hundred pounds, But poor Mr. Keane is so
upset that before the elders of the Church he does 'with tears
acknowledge his covetous and corrupt heart,'

"eees The profit motive as we know it is only as 0ld as 'modern
men.' Even today the notion of gain for gain's sake is foreign
to a large portion of the world's population ....

"The market system .... was born in agony - an agony that began
in the thirteenth century and did not run its coursge until well
into the nineteentn ,... :

"What forces could have been sufficiently powerful to smash a
comfortable and established world eoee? :

"There was no single massive ceuse ..., It was a process of
internal growth.

"First, there was the gradual emergence of national political
units in Europe. Under the blows of peasant wars and kingly
conquest ..., feudalism gave way to centralized monarchies.

And with monarchies came .... royal patronage for favored
industries, such as the great French tapestry works, and the
development of armadas and armies with all their necessary
satellite industries. The infinity of rules and regulations
vwhich plagued Andreas Ryff and his fellow sixteenth-century
traveling merchants gave way to common laws, common measurements,
common currency.

"An aspect of the political change which was revolutionizing
Europe was the encouragement of foreign adventure and exnlnra+imn
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as he travels: he is stopped approximately once every six miles
to pay a customs toll; between Basle and Cologne he pays
thirty-one levies,

"And that is not all., Each community he visits has its own

money, its own rules and regulations, its own law and order.

In the area around Baden alone there are 112 different measures of
length, 92 different square measures, 65 different dry measures,
163 different measures for cereals and 123 for 1liquids, 63

special measures for liquor. and 80 different pound weights.

"We move on: we are in Boston in the year 164k

"A trial is in progress; one Robert Keane, 'an ancient professor
of the gospel, a man of eminent parts, wealthy and having but one
child, and having come over for conscience' sake and for the
advancement of the gospel,' is charged with a .... crime: he has
made over sixpence profit on the shilling, an outrageous gain,
The court is debating whether to excommunicate him for his sin,
but in view of his spotless past it finally relents and dismisses
him with a fine of two hundred pounds, But poor Mr. Keane is so
upset that before the elders of the Church he does 'with tears
acknowledge his covetous and corrupt heart,'

"eeeo The profit motive as we know it is only as old as 'modern
men.' Even today the notion of gain for gain's sake is foreign
to a large portion of the world's population ....

"The market system ..., was born in agony - an agony that began
in the thirteenth century and did not run its course until well
into the nineteenth ,...

"What forces could have been sufficiently powerful to smash a
comfortable and established world ....? .

"There was no single massive cause .... It was a process of
internal growth.

"First, there was the gradual emergence of national political
units in Europe. Under the blows of peasant wars and kingly
conquest .... feudalism gave way to centralized monarchies.

And with monarchies came .... royal patronage for favored
industries, such as the great French tapestry works, and the
development of armadas and armies with all their necessary
satellite industries, The infinity of rules and regulations
which plagued- Andreas Ryff and his fellow sixteenth-century
traveling merchants gave wey to common laws, common measurements,
common currency.

"An aspect of the political change which was revolutionizing
Europe was the encouragement of foreign adventure and exploration.
The change from private to national 1ife e...

"A second great current of change was .... the Italian Renaissance.
The werld of Today elbowed aside the world of Tomorrow, and as
life on earth became more important, so did the notion of

material standards and ordinary comforts ....

"Still another deep current lies in the slow social changes
which eventually made the market system possible. We are
accustomed to thinking of the Middie Ages as a time of
stagnation and lack of progress., Yet in five hundred years,
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the medievalists fathered one thousand towns (an immense achieve-
ment), connected them with esss (crude) but usable roads, and
maintained their Populations with food brought from the country-
side. All this developed the familiarity with money and markets
and the buying and selling way of life,

"Progress was not only a matter of thig slow urbanization, There
was technical progress » too, of s vastly important sort,..

"Perhaps the most important of all ... wag s rise in seientific
curiosity ...,

"By the year 1700....the world which hag tried Robert Keane ’
prohibited merchants from carrying unsightly bundles, worried
over 'just! prices » and fought fcr the Trivilege of carrying
on in its fathers!? footsteps was ..., (declining). In its
Place society has begun to heed a new set of ,... (opinions).
Some of them are:

"'Every man is naturally covetous of luere, !
"tNo laws are prevalent against gaine,!
" Gaine is the Centre of the Circle of Commerce, !

" A new idea has come into being: *economic mant,.,, a

SO many penny-pinching accountants,
"In the world of affairs a new fever of wealth and speculation
has gripped Europe,"

From The Worl Philosophers., Robert I, Hellbroner,
Simon and Schus%er, lQE% (Pp. 20-24)

Questions for Injalry and Discovery

1,

2.

3.

What cou.ditions worked against the development of a market economy?

What conditions seem to be necessary for the development of g
market economy?

Why does Heilbroner state that "as long as the Problem of
survivel was handled by tradition or command, the economic
problem never gave rise to that special field of study called
economics"?
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"Perhaps the most important of all ... was a rise in scientific
curiosity .eee.

"By the year 1700....the world which had tried Robert Keane,
prohibited merchants from carrying unsightly bundles, worried
over 'Just?! prices, and fought for the privilege of carrying
on in its fathers®' footsteps was .... (declining)., In its
place society has begun to head & new set of .... (opinions).
Some of them are:

"tEvery man is naturally covetous of lucre.’'

"tNo laws are prevalent against gaine,?!

" Gaine is the Centre of the Circle of Commerce.'

" A new idea has come into being: 'economic man'.... a

creature who follows his adding-machine brain wherever it leads
him. The textbooks will soon come to talk of Robinson Crusoes
on desert isles who will organize thelr affeirs as if they were
so many penny-pinching accountants.

"Tn the world of affairs a new fever of wealth and speculation
has gripped Europe."

From The Worldly Philosophers. Robert L. Heilbroner.

Simon end Schuster, 196L (pp. 20-2L4)

Questions for Inquiry and Discovery

1. What conditions worked against the development of a market economy?

2. What conditions seem to be necessary for the development of a
market economy?

3. Why does Heilbroner state that "as long as the problem of
survival was handled by tradition or commend, the economic
problem never geave rise to that special field of study called
economics"?

Questions for Discussion

1. What were the most important influences on the development of
the United States Economy?

2. How can the readings sbovzbe used to evaluate underdeveloped
economies today?

Follow=-up Activities

Using Descriptive Materials to Formulate Generalization

Below is a list of statements describing various economic actions.
Label or classify each statement according to whether you think it
is typical of a traditional economy (T), & command economy (C), or

& market economy (M).
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8. (a the farms, the working day lasts from sunrise until dusk
or dark., As they have done for centuries, women follow the
reapers and binders on foot to gather the gleanings from the
fields.,

b. The problem of finding skilled workers was immense, There were
simply not enough trained men available. His competitors were
fighting for their shere of the lsbor supply. He decided to
introduce a five-dollar-a- day minimum wage., The new minimum
more than doubled the existing wage.

c. The practice of giving certain industries first call on scarce
materials has brought more rapid over-all economic growth
than otherwise might have been possible,

d. The proclametion of the head of state declared that no banking
operatiors should be carried on throughout the country until
further notice,

e. The people being studied were still living on seal meat and
were meking no attempt to kill any of the numerous caribou
that were continually migrating past. I thought at first that
there might be some taboo Preventing them from hunting caribou
on ice, but this they told me was not so. It was simply that
they had never hunted caribdou on the ice and had not considered
it possivle.

f. Holding prices in check was difficult, A great burden fell on
the Office of Price Administration, created to keep the 1lid
on prices by setting price ceilings on a large list of commodities
which were much in demand.

Questions for Discovch aend Inquiry

l. Why did you classify each item the way you did?

2., Might it be possible for all of these statements to be describing
actions in the same national econony?

Why or why not?

3. What additional information do you need to be able to distinguish
between traditional economy, command economy and & merket economy?

Why?
Project for Individual Research

*% How does the feudal economy reflect the characteristics of a traditional
economy?

* B. Using an economic history text to understand the concept of
market system

"WHAT YOU SUGGEST IS MADNESS"

eese(A)gsume for o moment that we could act as economic advisers +a a
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fighting for 'bhir sﬂ-areof the labor suppiy. He decided to
introduce & five-dollar-a- day minimum wege. The new minimum
more than doubled the existing wage.

c. The practice of giving certain industries first call on scarce
materials has brought more rapid over-all economic growth
than otherwise might have been possible,

d. The proclemation of the head of state declared that no banking
operatiors should be carried on throughout the country until
further notice.

e. The people being studied were still living on seel meat and
were meking no attempt to kill any of the numerous caribou
that were continually migrating past. I thought at first that
there might be some taboo preventing them from hunting caribou
on ice, but this they told me was not so, It was simply that
they had never hunted caribou on the ice and had not considered
it possible.

f. Holding prices in check was difficult. A great burden fell on
the Office of Price Administration, created to keep the lid
on prices by setting price ceilings on a large list of commodities
vhich were much in demand,

Questions for Discoverx and Inquiry

1., Why did you classify each item the way you did?

2. Might it be possible for all of these statements to be describing
actions in the same national economy?

Why or why not?

3. What additional information do you need to be &ble to distinguish
betwenn traditional economy, command economy and & market economy?

Why?
Project for Individual Research

** How does the feudal economy reflect the characteristies of a traditional
economy?

* B, Using an economic history text to understand the concept of
market system

"WHAT YOU SUGGEST IS MADNESS"

vees (A)ssume for a moment that we could act as economic advisers to a
society which had not yet decided on its mode of economic organization.

*¥Recommended for students achieving sbove grade level.
*Recommended for students achieving below grade level,
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Suppose, for instance, that We were called on to act as consultants
to one of the new nations emerging (on) the continent of Africa,

We could imagine the leaders of such g nation saying, "We have always
experienced g highly tradition-bound way of life., Our men hunt ang

are prepared, if necessary, to sign an ediet making it compulsory for
many of our men to work on community projects for our national develop-
ment, Tell us, is there any other way we can organizase our Society

So that it wiil function Successfully - or better Yet, more successfully?"

Suppose we Gnswered, "Yes, there ig another way, Organize your society
along the lines of g market economy, " :

"Very well," says the leaders, "What do we then tell people to do?
How do we assign them to theip various tagks?"

"That's the very point," we would answer, "In a market economy no one
is assigned to any task, The very ides of a market society is that
each person is allowed to decide for himself what to do,"

There is consternation among the leaders, You mean there is no assign-
ment of some men to mining ang others to cattle raising? MNo manner

"You may rest assured,"” we tell the leaders, "none of that will heppen,
In & market society, all the Jobs will be Pilleg because it will be
to peoplets advantege to f£i11 them,"

Our respondents accept this with uncertain expressions, "Now look,"
one of them Pinally seys, "1et us suppose that we take your advice and
let our people 4o as they please. Now let's talk about something
important, like cloth production, Just how do we fix the right level
of cloth output in thig 'market Society! of yourse"

"But you don't »" we reply,
"We don't! Then how do we know there will be enough cloth Produced?"
"There will be," we tell nim, "The market will see to that,"

Then how do we know there wont+ ha +am —. .4

1]
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are prepared, if necessary, to sign an edict making it compulsory fo

many of our men to work on community projects for our nationsl develop-
ment, Tell us, is there any other way we can organizae our society

so that it will function successfully - or better yet, more successfully?"

Suppose we answered, "Yes, there is another way. Organize your society
along the lines of a market economy,"

"Very well," says the leaders. "What do we then tell people to do?
How do we assign them to their various tasks?"

"That's the very point," we would answer. "In a market aconomy no one
is assigned to any task., The very idea of a market society is that
each person is allowed to decide for himself what to do."

There is consternation among the leaders. You meen there is no assign-
ment of some men to mining and others to cattle raising? No manner

of selecting some for transportation and others for cloth weaving?

You leave this to people to decide for themselves? But what happens if
they do not decide correctly? What happens if no one volunteers to go

into the mines, or if no one offers himself as a railway engineerp"

"You may rest assured," we tell the leaders » "none of that will happen,
In a market society, all the jobs will be filled because it will be
to people's advantage to f£ill them."

Our respondents accept this with uncertain expressions. "Now look,"
on of them finally says, "let us suppose that we take your advice and
let our people do as they please, Now let's talk sbout something

important, like cloth production. Just how do we fix the right level
of cloth output in this 'market society! of yours?"

"But you don't," we reply.
"We don't! Then how do we know there will be enough cloth produced?"
"There will be," we tell him. "The market will see to that."

"Then how do we know there won't be too much cloth produced:" he asks
triumphantly,

"Ah, but the market will see to that tool"

"But what is this market that will do all these wonderful things? Who
runs ite"

"Oh, nobody runs the merket," we answer. "It runs itself. In fect
there really isn't any such thing as 'the market'. It's just a word we
use to describe the way people behave."

"But I thought people behaved the way they wanted to!"

"And so they do," we say. "But never fear. They will want to behave
the way you want them to behave,"

"I am afraid," says the chief of the delegation, "that we are wasting
our time. We thought you had in mind a serious proposal, But what you
suggest is madness. It is inconceiveble. Good day, sir." And with
great dignity the delegation tskes its leave.

The Msking of Economic Society, Robert L, Heilbroner, Prentice-Hall, 1962,
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Questions for Inquiry and Discovery

l, What does a2 merket economy mean?
2. What does a market economy do?
3. Is this the only way to get the job done? Explain.

L., Why was it so hard for the leader of the African nation to imagine
a merket economy?

Small Group Project

Assign different students to the roles of delegation leader, narrator,
etc. Present them with a specific problem such as producing wagons.
Let them role play and discuss the problems involved,

Follow-up Activity

Using a simulaticn geme to teach supply and demand

Students should be given the following instruction sheet one day prior
to playing the market game. All points should be clarified so that
the game can proceed smoothly.

A MARKETFUL OF RYE

You are about to participate in the operation of 2 commodity market.
You will participate as a brokerage agent acting in behalf of a client.
Your client will give you specific instructions to sell or buy 1,000
bushels of rye under certain minimum (for seller) or maximm (for buyer)
price conditions. You have an obligation to do as well as you can for
your client, and you are not permitted to violate the instructions, If
you violate your client's instructions, you will lose your broker?s
license and be suspended from the game.

All buyers as a group will be competing against all sellers as a group
in this game in a contest to see which group does the best job of
representing their clierts in 2 competitive market operating under
these ground rules.

1. Buyers will be identified by a handkerchief on their arms and/or

colored instruction slips,

2. Sellers will have nothing on their arms and white instruction slips.,

3+ Your instruction card will have three separate instructions prefaced
by the Romen numerals I, II, III, There will be separate trading
periods played with each set of instructions.

During the first period you must follow the instructions on the
first line (Romen I),.

During the second period you must follow the instructions on the
second line (Romen II).

TMIrine +ha +hidrAd mandAad arats wmrrad CAal1Tave dlan Lo mdamend d ce m oo Lo



4., Why was it so hard for the leader of the African nation to imasgine
a market economy?

Small Group Project

Assign different students to the roles of delegation leader, narrator,
etc. Present them with a specific problem such as producing wagons.
Let them role play and discuss the problems involved.

Follow-gg Activi‘b;s_r

Using a simulation game to teach supply and demand

Students should be given the following instruction sheet one day prior
to playing the market game. All points should be clarified so that
the game can proceed smoothly,

A MARKETFUL OF RYE

You are gbout to participate in the operation of a commodity market,
You will participate as & brokerage agent acting in behalf of a client,
Your client will give you specific instructions to sell or buy 1,000
bushels of rye under certain minimum (for seller) or meximm (for buyer)
price conditions. You have an obligation to do as well as you can for
your client, and you are not permitted to violate the instructions, If
you violate your client's instructions, you will lose your broker!'s
license and be suspended from the game,

All buyers as a group will be competing against all sellers as a group
in this game in a contest to see which group does the best Jjob of
representing their clients in a competitive market operating under
these ground rules.

1. Buyers will be identified by a handkerchief on their arms and/or
colored instruction slips.,

2. Sellers will have nothing on their srms and white instruction slips,

3. Your instruction card will have three separate instructions prefaced
by the Roman numerals I, II, III., There will be separate trading
periods played with each set of instructions.

During the first period you must follow the instructions on the
first line (Roman I).

During the second period you must follow the instructions on the
second line (Roman II),

During the third period you must follow the instructions on the
third line (Roman III),

k, Buyers and sellers should not reveal their instructions to any of
the other dealers, unless they have a particular reason for doipg so,

5. A transaction is completed when a single buyer and & single seller

agree on the texms of a sale., (ALL AGREEMENTS MUST BE AT FRICES
ENDING IN ZERO CENTS $5.20, $5.50, $6.10,)
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6. As soon as & transaction is completed, report the agreed on price
to the instruc'bor, So that he may record end report your transaction.

7. As completed transactions are reported to the instructor, he will
check them and will list on the board the prices at which deals
are being made, WATCH THE BOARD FOR PRICES THAT ARE BEING LISTET,
This is valuable information in helping your tesm win,

3. As soon as your transaction is reported, you should turn in your
buy and sell order and receive a new one of the same king, (Buyers
teke another buy order; sellers take another sell order). You
may proceed immediately to complete g new transaction in accordance
with your new order. If you are unable to complete s transaction
within three minutes, you may obtain a new orger from your instructor,

9. The market will Yemain open for 5 minutes or as long as the
instructor deems edvisable, A one-minute werning will be given
before the market is closed,

10.  When the market is closed, the instructor will determine anj

report whether the buyers or sellers have represented their clients
more successfully., Hold on to your last card for the start of

CAUTION: Too much noise will weke the student next door,
Please keep the noise level down,
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The teacher should have the following items prepared for use
during the game,

1. Instructions on colored paper as follows:

~ YOU ARE INSTRUCTED BY

YOUR CLIENT TO BUY

1000 BUSHELS OF RYE FOR
NOT MORE THAN

PERIOD Iseeeeee Per Bushel
PERIOD II...es. Per Bushel

PERIOD ITT..... Per Bushel

20 Buy Orders should be distributed as follows:

PERIOD I II IIT

7.80 o]
7.60

n

T.40
7.20

6.80
6.60
6.40
6.20 2

(I I I I R TR

0
0
0
7.00 1
1
2
2

V)

6.00

o

5.80
5.60
5.40
5.20

OOOOI\)I\)I\)NNNNI\)

AT A R S I S T 8
©O O O o N P

5.00
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2. Instructions on white Paper as follows:

|~ YOU ARE INSTRUCTED BY YOUR
CLIENT TO SELL 1,000

BUSHELS OF RYE FOR NOT LESS THAN
PERIOD Teeseseaeeessoper bushel
PERIOD ITeseeseeeeessper bushel
PERIOD IITeeeeseeesesper bushel

20 sell orders should be distributed as follows:

PERIOD T II IIT
7.80 0 0 2
7.60 0 0 2
7.40 0 0 2
7.20 0 0 2
7.00 0 0 2
6.80 0 0 2
6.60 2 2 2
6.40 2 2 2
6.20 2 2 4
6.00 2 2 0
5.80 2 2 o
5.60 2 2 0
5.40 2 2 0
5.20 2 2 0
5.00 L L 0

3. An overhead Projector with g Prepared transparency of this
game or a graph to be placed on the blackboard, If an
overhead projector is used, the proper writing instruments
will be needed,

Q . 90




L, A chart to plot the transactions as they occur so that a movement

towards the equilibrium price can be seen as it develops.
First 2 Min. Second 2 Min, Last Min,

7.80

7.60

7.40

7.20

7.00

6.80

6.60

6.40

6,20

6,00

5.80

5,60

5,40

5.20

5.00

5. The teacher may wish to assign one student as the recorder of
sales while he supervises and wvalidates each transaction, Collusion
can be noted but need not be stopved.

6. Each trading period of this game can be played on different days to
demonstrate a progression of new concepts.

7. The number of cards can be adjusted to the number of participants
by cutting from the extreme prices (i.e., $5.00, $7.80).

8. Teachers and students should spend some time developing an under-

standing of the procedures to be followed before the game is actually
Played. Students also should understand the purpose of the game

through a brief discussion for background information.

91
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Questions for Inquiry and Discovery
1., Have students complete the following worksheet:

A MARKET FULL OF RYE

In the game you have Just completed, there were 20 Sell orders and 20
buy orders distributed as follows, Each order was for 1,000 bushels,

Price Buyers Sellers
(Not More than Price) (Not Less than Price)
I I hivs z II I
7.80 0 1 1 0 0 2
7.60 0 1 1 0 0 2
T.40 0 2 2 0 0 2
7.20 0 2 2 0 0 2
7.00 1 2 2 0 0 2
6.80 1 2 2 0 0 2
6.60 2 2 2 2 2 2
6,40 2 2 2 2 2 2
6.20 2 2 2 2 2 4
£.00 2 2 2 2 2 0
5.80 2 2 2 2 2 0
5.60 2 0 0 2 2 0
5.40 2 0 0 2 2 0
5.20 2 0 0 2 2 0
5,00 2 0 0 L L 0

Translate this data into supply and demand schedules in the table below:
(Correct answers have been included to aid the teacher, )
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83
Demand Supply
(Amount People Would be (Amount People Would be
Willing to Buy) Willing to Sell)
Actual Actual
I I III Sales I L 11T Sales
7.80 0 1 1 20
7.60 0 2 2 18
7.40 0 b L 16
7.20 0 6 6 14
7.00 1 8 & 12
6.80 2 10 10 10
6.60 Y 12 12 20 20 8
6.40 6 14 14 18 18 6
6.20 8 16 16 16 16 L
6.00 10 18 18 1k 14
5.80 12 20 20 12 12
5.60 1k 10 10
5.40 16 8 8
5.20 18 6 6
5.00 20 4 4

game you have just completed under these conditions?

Period I - $5.80
Period IT - «20
Period ITT - $6.80

2. What was the price prevailing in the rye market at the end of each period
in the game you have Just completed .
How much was sold at thig price?

El{llC 3. How do you explain this similarity or this difference?

»
&

Full Tt Provided by ERIC.
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7.80
7.60
T.40
7.20
7.00
6.80
6.60
6.40
6.20
6.00
5.80
5,60
5.40
5.20
5.00

1. According to the model of supply and demand, what would you expect the
market equilibrium price for rye to be at the end of each period in the
game you have just completed under these conditions?

.80
«20
.80

2. What was the price prevailing in the rye market at the end of each period
in the game you have just completed
How much was sold at this price?

O O O

o o & NNV B O

10
12
1h
16
18
20

Period I -
Period IT -
Period III -

I
1
2
4
6
8

10

12
1k
16
18

20

10
12
14
16
18
20

18
16
1k
12

10

20
18
16
14
12

10

20
18
16
1k
12

10

3. How dc you explain this similarity or this difference?

4. Why did the price increase in period II? (demand shifted upward)

5. What factors will lead to an increase in demand?

6. Why did price increase in period III?

7. What factors will lead to a decrease in supply?

(reduced supply)

8. Did the buyers or sellers do a better job in each trading period?

**9

What effect did it have?

¥¥Recommended Ifor scudents Achieving above Grade Level.
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» How can we tell if there was any collusion during our game?
(Price very high, sales restricted)
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UPWARD SHIFT IN DEMAND

DOWNWARD SHIFT IN SUPPLY

O2 4 6 8 /o /2 /14 /6 /8 20
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Use the following cases to show the operation of supply and demand as
a rationing mechanism

The Case of the World Series

Your favorite baseball team has won its league's pennant and is faced by
the happy prospect of playing in the World Series, Your stadium has g
fixed seating capacity, of course, yet every baseball fan within s
hundred miles of your city wants a ticket to the Series. The management
of the winning club must decide how to handle the sale of Series tickets,
It wants to keep its season ticket holders happy, but it also feels a
sense of responsibility to the greater community and the potential future
baseball fans a series can create., Several alternative schemes have been
suggested for alloecating the available space.

Questions for Inquiry and Discovery

1. What circumstances inhibit the market mechanism.from'working?
2. How would you handle the sale of tickets?
3¢ Do you think everybody would agree with your choice? Explain?

L, Using the concepts of supply and demand, explain the consequences
of these alternatives:

@s It can sell all tickets on the open market and sell them to
the highest bidders, _

b. It can offer the tickets to the club's season ticket holders
first, putting the remsinder on the open market,

c. It can fix the price of tickets, selling them in unlimited
quantities to purchasers on s first-come, first-served basis,

d. It can fix the price of tickets, selling a limited number
(possibly only one or two) to purchasers on & first-come,
fitst-served basis,
Any other scheme,

The Case of the Utrillo Peintings

Maurice Utrillo was a French painter whose work so often featured the
streets and buildings of the Montmartre section of Paris., Typically
the colors in his Paintings are light; in painting after painting there
are white buildings bathed in sunlight., While a gallery filled with
his work might be monotonous, each painting by itself has proved very
popular. Prints of his work are to be found in many homes, When
Utrillo died 3n 1955, it became known that a large collection of his
work had still not come onto the market for sale.

owned the unsold Paintings and who had managed his

for many years, made it clear that she would be offering the paintings
for sale only one at at time and at a slow rate over the Years ahead.,

(From Comparative Economic Systems, John Coleman, Holt, Rinehart:
& Winston,

Questions for Inquiry and Discovery
1. What is Madame Utrillo trying to accomplish by selldsc +he
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fixed seating capacity, of course, yet every baseball fan within a
hundred miles of your city wants a ticket to the Series. The management
of the winning club must decide how to handle the sale of Series tickets.
It wants to keep its season ticket holders happy, but it also feels a
sense of responsibility to the greater community and the potential future
baseball fans a series can create., Several alternative schemes have been
suggested for allocating the available space. '

Questions for Inquiry and Discovery

1. What circumstances inhibit the market mechanism from working?
2. How would you handle the sale of tickets?
3. Do you think everybody would agree with your choice? Explain?

4, Using the concepts of supply and demand, explain the consequences
of these alternatives:

a. It can sell all tickets on the open market and sell them to
the highest bidders.

b. It can offer the tickets to the club's season ticket hclders
first, putting the remainder on the open market.

c. It can fix the price of tickets, selling them in unlimited

_ quantities to purchasers on a first-come, first-served basis.

de It can fix the price of tickets, selling a limited number
(possibly only one or two) to purchasers on a first-come,
first-served basis.
Any other schemre.,

The Case of the Utrillo Pa.in'bings

Meurice Utrillo was a French painter whose work so often featured the
streets and buildings of the Montmartre section of Paris. Typically
the colors in his paintings are light; in painting after painting there
are white buildings bathed in sunlight, While a gallery filled with
his work might be monotonous, each peinting by itself has proved very
popular. Prints of his work are to be found in many homes. When
Utrillo died in 1955, it became known that a large collection of his
work had still not come onto the market for sale. His widow, who
owned the unsold paintings and who had managed his business affairs
for many years, made it clear that she would be offering the paintings
for sale only one at at time and at a slow rate over the years shead,

(From Comparative Economic stems, John Coleman, Holt, Rinehart
& Winston.)

Questions for Inquiry and Discovery

l. What is Madame Utrillo trying to accomplish by selling the
paintings slowly?

2. How can her strategy be described in terms of supply and demand
(plot it on graph)?

Why is she able to do this? Is this a competitive market?

Are the prices of the paintings still set by supply and demand?
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The Cese of the New York Stock Exchange

brokers' offices all over the country. (Stockbrokers act as goe-
betweens, or agents, for those who want to buy or sell stock, Buyers
and sellers have almost instant access to information on the Prices at
which stocks are changing hands. The price of any one stock my rise
or fall sharply in any one day,

Questions of Inquiry and Discovery - Small Groups

1. Have students draw Supply and demand curve for s fictional industrial
compeny. Determine why they drew them this way.

2. How does supply and demand help to explain why the price of one
stock might rise and the Price of another drop in any one day?

3. What might be behind such a rise or fall?

4, Does this market operate the same way as the market for the Painting?
Beef?

5. How does it differ? How is it alike?

The Case of a Baby Sitting Service

Mary believes that a babysitting service is needed in her neighborhood;
She estimates that she can hire fellow students to do the work at $1.00
per hour while she Supervises them and rounds up customers., By

Questions for Ingu;gx and Discovegx

1. How much should Mary charge for her services?

2. Assume that Mary's efforts as manager are worth $2,00 per hour,
How much pure profit will Mary make if she gets 20 customers at
rate you suggested?

3« Do you think that Mery should spend money for advertising?
How much do you think would be reasonable in her circumstances?

L, wWhat economic principles are involved in this problem? What
edditional information is needed to help solve Mary's problem?

Question for Small Group Discussion

1. What would the obJect of each of the following be on supply,
demand and price?

a. Rent control

b. Monopoly price
C. Minimum wage laws

. 99
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These children are but two of the countless number who boomeranged
vr1 the hula-hoop fad into a million-doliar business.

The Case of the Hula Hbogs

In July 1958, two men in San Gabriel, Califorria, started the nation
spinning into one of the most carefree fads of the decade. They
invent=d the hula hoop.

The two men, owners of a small firm called the Whem-0-Manufacturing
Company, secured the aid of technicians from a major plastic ecompany,
to design a simple plastic hoop about thirty inches in diameter. The
hoop was meant to be placed around the body at waist height and then
kept spinning there by rapid and rhythmical twisting of the hips. A
simple enough idea, once somebody thought of 1t,

The fad spread at a dizzy pace. And its variations were endless. Some
children and adults, too, specialized in seeing how many hoops they
could keep going at one time using body, arms, and neck. Others
entered contests to see how long they could keep the hoops spinning.
There were classes in the finer points of hoopery, health elubs to
promote the spinning habit, and "hoop-it-up" parties. Nor was the

fad confined to the United States - France, Britain, and Japan soon
Joined in., And s Belgian expedition leaving for the Antarctic re-
portedly took a hoop for the trip.

The Wham-0 Manufacturing Company wa: not alone in the field for very
long. By September 1958, at least twenty other companies were

meking hula hoops. Manufacturers of piping and hose quickly converted
th2ir equipment to turn out the simple plastic hoops. By mid-September,
Life Magazine estimated that twenty million hoops have been sold for
about $30 million, (Hoops sold from as low as $.79 to as high as

$2.50 each.)

As quickly as it sprung up, the fad died away. The former manu-
facturers of piping and hose went back to meking piping and hose.
The retailers left with a large supply of hoops sold them at
sacrifice prices; one of them cut his hoops in half and sold them
as loops for decorative garden fence, So it was that a few vears
and twenty million hoops later, a child could ask his parents,
"What's a hula hoop?" »
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These children &re but two of the countiess number who boomerangsd
url the hula-hoop fad into & million-dollar business.

The Case of the Hula Hoops

In July 1958, two men in Sa.n Gabriel, California, started the nation
spinning into one of the most carefree fads of the decade. They
invented the hula hoop.

The two men, owners of a small firm called the Wham-O-Manufacturing
Company, secured the aid of technicians from a major plastic company,
to design a simple plastic hoop about thirty inches in diaemeter. The
hoop wes meant to be placed around the body at waist height and then
kept spinning there by rapid and rhythmical twisting of the hips. A
simple enough idesa, once somebody thought of it.

The fad spread at a dizzy pace. And its variations were endless. Some
children and adults, too, specialized in seeing how many hoops they
could keep going at one time using body, erms, and neck., Others
entered contests to see how long they could keep the hoops spinning.
There were classes in the finer points c¢f hoopery, health clubs to
promote the spinning habit, and "hoop-it-up" perties. Nor was the

fad confined to the United States - France, Britain, and Japan soon
Joined in. And a Belglan expedition leaving for the Antarctic re-
portedly took a hoop for the trip.

The Wham-O Menufacturing Company was not alone in the field for very
long. By September 1958, at least twenty other companies were

making hule hoops. Manufacturers 6f piping and hose quickly converted
their equipment to turn out ¢he simple plastic hoops. By mid-September,
Life Magazine estimated that?wenty million hoops have been sold for
ebout $30 million. (Hoops sold from as low as $.79 to as high as

$2.50 each.)

As quickly as it sprung up, the fad died away. The former manu-
facturers of piping and hose went back to meking piping and hose.
The retailers left with a large supply of hoops sold them at
sacrifice prices; one uf them cut his hoops in helf and sold them
es loops for decorstive gerden fence. So it was that a few years
end twenty million hoops later, a child could ask his parents,
"What's & hule hoopt"

Questions for Inquiry and Discovery

l. Why did people buy hula hoops? Why did they stop?

’ 2. Why did the price of hula hoops vary from $.79 to $2,507
3. Why did the demand for hula hoops change?
L. Why did the supply of hula hoops change?

5. What effect did the changing supply and demand have on the price
of hula hoops?

6. Are there other reasons why people buy varying amounts of & product
at & given time? Why? What éffect will it have on price?

¥Recommended for Students Achieving Below Grade Level
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III. WHAT IS THE ROLE OF THE CONSUMER IN OUR MARKET SYSTEM?

Emphases: Young people have mede & great impact on the market today

Consumers should

elso weigh factors other than price
before buying '

Many private ang public agencies are availeble to aid ang
Protect the consumer

*A., Using pictures to understand the role of the consumer.

THE INDIVIDUAL PLAYS A CENTRAL ROLE IN OUR ECONOMIC SYSTEM

9

(from Economics, Dept. of Publie Instruction, Harrisburg, Pa,, 1962) S

ERIC

Questions for Tnqui




i) MELVRLE QU DUU agencies are available to aid and
protect the consumer

*A., Using pictures to understand the role of the consumer,

THE INDIVIDUAL PLAYS A CENTRAL ROLE IN OUR ECONOMIC SYSTEM

(from Economics, Dept. of Public Instruction, Harrisburg, Pa., 1962)

Questions for Inquiry and Discovery

1. Explain each of the roles pictured in the ‘cartoon,
Give example of each.

2, Which role do you feel is the most influential?
Explsin.

3. Which roles have you teen in?

4, How influential have you been in each of these roles?
Give examples.,

Follow-up Activities
1. Read the following article and answer questions below:

'‘Green Power' for Teens

By Laurlie Johnston
Albany, N. Y.

Joe McKnight, a 15-year-old junior from Corinth High

School, is spending his own money for the first tinme,
He mowed the cemetery all summer for a $100 flat fee,

Q ,_1 03
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a&llowance for lunches and entertainment,
Pat Campione, 16, a senior from Iittle Falls, asks her
pracents for whatever she wants but makes meany of her
clothes and baby-sits for 50 cents an hour,

And Barbara Jurka, 17 s & senlor from Binghemton, works at
& hospital every other weekend for 16 hours at $1.90 per
hour,

At the invitation of the New York State Department of
Commerce, they and 500 other consumers-in-training from
high schools, junior high schools and junior colleges
were glving up a Saturday of crisp football weather to
talk about how to spend money. And how not to,

It was the first Statewide Teenage Consumer Conference.

The Empire State's business conmunity had gotten the
message that the average U.S. teenager spends $11 o
week., The conference guests 1llustrated the wide
ranges of "average" in the handling of money: earning,

spending, saving and owing it.

In its campaign to alert all teen-agers that, one way
or another, each is g consumer-in-traeining, the Commerce
Department had been startled by another statistic (to
parents, perhaps, not a very surprising one): Aceross
the nation, 12-t0-20-year-olds are spending $3,000,000
en hour,

They spent $11 billion last year and they influenced
famlly purchasing thet mounted up to another $100 billion,

"Even without the political right to vote s you are s power
group all the same," state officials told the conference.
"You have dollar power, 'green power.' (Somebody called it
teen-green power,)

"But along with pover goes responsibility - the respons-
ibility to vote intelligently with your money and to
insist on good consumer practices as well as good
business practices." L

New York Times -

Questions for Inquiry and Discovery

1.
2
3.

?".Z,

Whé,t is meant by "teen é'een pwer?'g,>
Why do producers seek the teenage market?

How heve teenagers influenced the types of goods and
services produced, )

What responsibilities should teenagers have to go along
with their dollar power? !

-
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*¥B ., Using cartoon to understand the problem of pricing goods.,
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Questions for Inquiry and Discovery

1.
2.
3.

L,

What title would you give to this cartoon?

Why is the consumer "bewildered™?

Is the opportunity for so meny cho:l.ces of many products a blessing
or a curse to the consumer? Explain.

Why is the consumers' knowledge limited?

Guestions for Discussion

1.
2,
3.
b,
De

What was the purpose of the Feir Packaging and Labeling Act of 19667

How effective has the law been?
Do problems still exist? Why?
How cean the consumer help himself?

Should the government take additional steps to help the consumer?
Explain, -

Follow-up Activities
4 L~ """

*1l., Have students meke a list of grocery products and have them priced

in all sizes in various stores.
How many sizes were avallgble?
Was the largest size the cheapest per ounce?

Should you buy all your goods in one store? What are the
advantages? Disadvantages?

Why did prices vary among competing products? From store to store?

¥Reconmended for Students Achieving Below Grade Level
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%2, Using short stories to understand "Bait Advertising."

What Should the Consumer Know About "Bait Advertising"

Mr, and Mrs., Henry Green were sitting in their living room one
Sunday efternoon. They were watching & movie on television
that they had missed when it played in the neighborhood 15
years ago. After the first 10 minutes of the plcture was showm,
the announcer ceme on with the commercial.

The announcer showed & sewing machine that sold for only $29,95.
It came with a number of attachments that did faucy stitching
and embroidery work, The announcer said that sewing machines
that did the same job cost three and four times the price of
this mechine. He showed the kind of work the machine could do.

While the announcer sewed fancy stitches on the material,

Mrs., Green told her husband that the machine was Just what she
needed, "I could save a lot of money making my o wn clothes,
"Henry," she sald, "and it's so cheap."

The announcer repeated the price of his machine, He reed off
a 1list of telephone numbers that viewers could call if they
wanted to see the machine demonstrated. "And," he said, "if
you hurry, we'll send you - at no cost - a sewing box thut is
worth $10., Remember in Brooklyn, call ceeo”

The picture ceme on again but Mrs. Green lost interest, "How
about it, Henry?", she asked her husband. "It won't cost any-
thing to look at it." Mr, Greem, anxious to get back to the
movie, shook his head yes., @Quickly, his wife went to the
telephone and dialed the number. The operator took her name,
address and convenient day and time that the demonstrator
could visit,

In a few days, a salesmsn came with the machine. He set wp the
machine and showed Mrs., Green how it worked., He asked Mrs. Creen
to try it. She began to stituch two pieces of material together,
She used the attachments and sewed fancy stitching, She tried
the embroidery attachments but wouldn't work. She noticed that
the stitches were falling apart. She pointed thls out to the
salesmsn. Mrs. Green told the demonstrator that the mechine made
an awful racket and at times the needle wouldn't move, "Well, the
salesman told her, "this machine costs only $29.95. It can't
perform miracles,”

When she asked if all the machines worked as poorly, the salesman
was very frank. He said, "I am sorry to admit it but we have

s lot of trouble with these machines. They have to be repaired
very often. But, if you could spare & minute, I Just happen to
neve another model in my cer that is a beauty., It makes this
old machine look as if it were built in the Middle Ages."

He went to his automobile and returned with another sewing
machine., It looked modern and it worked well and quietly.
Tt did all the work that the machine shown on the television
commerciel did., Because it was so up-to-date and well-built,
1t cost $129.95. The salesman told Mrs. Green that she could
have the machine at once 1f she agreed to pay only $2,00 o
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The announcer showed & sewing machine that sold for only $29.95.
Tt came with & number of attachments that did fancy stitching
and embroidery work. The announcer said that sewing machines
that did the same job cost three and four times the price of
this machine. He showed the kind of work the machine could do.

While the announcer sewed fancy stitches on the meterial,

Mrs. Green told her husband that the machine wes just vwhat she
needed. "I could save a lot of money making my o wn clothes,
"Henry," she said, "end it's so cheap."

The announcer repeated the price of his mechine, He read off
a list of telephone numbers that viewers could call if they
wented to see the machine demonstrated. "And," he said, "if
you hurry, we'll send you - at no cost - & sewing bcx that 1s
worth $10. Remember in Brooklym, call ceee”

The picture came on agein but Mrs. Green lost interest. "How
about it, Henry?", she asked her husband. "7t won't cost any-
thing to look at it." Mr, Green, anxious to get back to the
movie, shook his head yes. Quickly, his wife went to the
telephone and dialed the number., The operator took her name,
address and convenient day and time that the demonstrator
could visit. )

Tn a few days, & salesmen ceme with the machine. He set up the
mechine and showed Mrs, Green how it worked. He asked Mrs, Green
to try it. She began to stituch two pleces of material together.
She used the attachments and sewed fancy stitching., She tried
the embroidery attachments but wouldn't work. She noticed that
the stitches were falling apart. She pointed this out to the
salesmen., Mrs. Green told the demonstrator that the machine made
an awful racket and at times the needle wouldn't move. "Well, the
selesman told her, "this machine costs only $29.95. It can't
perform miracles," _

When she asked if all the machines worked as poorly, the selesman
was very frank. He said, "I am sorry to admit it but we have
a lot of trouble with these machines., They have to be repaired

. very often. But, if you could spare & minute, I just happen to
have another model in my car that is a beauty. It mekes this
old machine look as if it were built in the Middle Ages o

He went to his automobile and returned with another sewing
mechine. It looked modern and it worked well and quletly.

Tt did all the work that the machine shown on the television
commercisl did. Because it was so up-to-date and well-built,
it cost $129.95. The salesman told Mrs, Green that she could
have the machine at once if she agreed to pay only $2.00 &
week, After some discussion, she signed the paper. The
selesmen left, teking the old machine with hin,

Questions for Inquiry and Discovery

1. The kind of advertising described here is called "bait
advertising,"” Why do you think this neme is & good one?

2, Which machine does the company want to sell - the $29.95
one or the $129.95 one? How do you know this 1s so?

M .
"Recommended for Students Achieving Below Grade Level
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Questions for Inguiry and Discovery

3¢ If you were Mrs. Green, wh;fch mechine would you heve bought,
if any? why?

Lk, Do you think Mrs, Green was a wise consumer? Why or why not?
5. What similar commercial have you seen on television?

¥3, Using transparencies to teach consumer economics

Use the set of transparencies, Consumer Economiecs, published by
nd to develop the theme of consumer -rights, role and
responsibility in the American economy,

Questions for Inquiry and Discovery

1. Why is Price only one important factor in buying products? What
else is important?

N
°

What are some of the problems of good buying? )

*‘4. Individual research

Have students report on how each of the following have helped
the cause of the consumer,

= Virginia Knsuer
- Ral_ph Nader
- Rachel Carson

- Bess Meyerson Grant

*5. Comparison of actual warrantiesg - Such & project should include

research which would cover the following questions:

8. VWhat ie the difference between g "warranty," g "guarantee"
and a " "

b. What should warranties include?

¢c. How do warranties from the various automobile manufecturers
differe? -

e
o



3,

Using transparencies to teach consumer economics

Use the set of transparencies, Consumer Economics, published by
Haxmond to develop the theme of consumer -rights, role and
responsibility in the American economy.

Questions for Inquiry and Discovery

1.

*7,

Why is price only one important factor in buying products? Wwhat
else is important?

What are some of the problems of good buying?
Individual research

Have students report on how each of the following have helped
the cause of the consumer,

- Virginia Xnauer

- Ra.l_ph Nader

- Rachel Carson

- Bess Meyerson Grant

Comparison of actual warranties - Such a project should include
research which would cover the following questions:

&. What is the difference between a "warranty," a "guarantee"
and a "puff?"

b. What should warranties include?

c. How do warranties from the various automobile manufacturers
differ?

d. Are there warranties on used cars? How do these differ from
new car warranties?

e, Compare an automobile warranty with a warrenty on a different
type of product., :

Questionnaires would be taken home to parents and filled out by
students who would interview their parents. It would concern their
choices of stores in regard to:

accessibility cleanliness
lighting service

veriety quality

refund policy credit

delivery price range
ethies of owner courtesy service

The teacher should keep & tally sheet for class summation.

Each class member cen choose & product which they really intend to
buy in the near future., They would use Consumers Union Reports
Consumers' Digest, and Consumers' Research Bulletins to help their

lonsumers Ligest,
decision meking, This would work well about December 1 as the

item might be a Christmas gift.

*Recommended for Students Achieving Below Grade Level
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*8, Analysis of advertising:

Tn an analysis an ad should be teken apart primerily from the
standpoint of the consumer and not from the advertiser's stand-
point. Some things to look for are:

1) Is the ad truthful?

2; Is the copy honest and to the point?

3) Does copy lead you into wishful thinking?
L) what is the company's reputation?

5) Does it sound like it's plausable?

6) Is the price competitive: Does the product have warranties
given or implied?

7) What do the competitors say about their product?

%9, Consider the following industries whose products might pose a
threat to public health, -

___1, Tharmaceuticals __ b, Pesticides
___2. Meat packing ___5. Cigarettes
—__ 3, Automobiles 6. Cosmetics

Place the letter or letters of the following forms of regulation
in the blank spaces above to indicate the extent of regulation
you would require in each industry. A. Government inspection at
production site; B, Exact labeling of contents; C. Limiting
claims on labels to those that are proveble; D. Warning lasbels on
products suspected of being hazardous to health; E. Werning
labels on products proved to be hazardous; F. Establishment of
federsl standards; G. No Govermnment regulation required.

Teachers should use specific items that are in the news to
create actual case studies i.e., cyclamates, DDT.

%10, Have the students create a personal budget for a month. Instruct
them to keep track of their income and expenditures for that

month. At the end of the period, discuss the following
questions:

a. How would I change my budget and why? (Through this
question, the concept of scarcity and the economic
necessity of meeting unlimited wants with limited re-
sources can be induced by the teacher.)

b. What factors must be considered in creating a budget?

c. What percentage of a personal budget - if any - should
be allocated to savings?

d. Wiat forms of investment - if any - should be accounted
for in a budget?

e. What percentage of a personal budget should be allocated
for necessities? For lwxuries? In vwhat wey does the size
of the budget alter those percentages? (This latter ques-
tion may be answered more easily if the students are
asked to make & fictional budget assuming a very large

income., Compare this thetical budget with the actual
budgets of the students.
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4) What is the company's reputation?

5) Does it sound like it's plausable?

6) Is the price competitive: Does the product have warranties
given or implied?

7) What do the competitors say about their product?

%9, Consider the following industries whose products might pose a
threat to public health.

___1, Pharmaceuticals ___ b, Pesticides
2. Meat packing ___9e Cigarettes
___3. Automobiles ~__6, Cosmetics

Place the letter or letters of the followlng forms of regulation
in the blank spaces above to indicate the extent of regulation
you would require in each industry. A. Government inspection at
production site; B. Exact labeling of contentss C. Limiting
claims on lebels to those that are proveble; D. Warning lebels on
products suspected of being hazardous to health; E., Warning
labels on products proved to be hazardouss F. Establishment of
federal standards; G. No Government regulation required.

Teachers should use specific items that are in the news to
create actual case studies i.e., cyclamates, DDT.

*10. Have the students create a personal budget for a month, Instruct
them to keep track of their income and expenditures for that
month, At the end of the period, discuss the following
questions:

a. How would I change my budget and why? (Through this
question, the concept of scarcity and the economic

necessity of meeting unlimited wants with limited re-
sources can be induced by the teacher.)

b. What factors must be considered in creating a budget?

c. What percentage of a personal budget -~ if any -~ should
be allocated to savings?

d. What forms of investment - if any - should be accounted
for in a budget?

e. What percentage of a personal budget should be allocated
for necessities? For luxuries? In vwhat way does the size
of the budget alter those percentages? (This latter ques-
tion mey be answered more easily if the students are
asked to make & fictional budget assuming & very large
income, Compare this hypothetical budget with the actual
budgets of the students.)

*Recommended for Students Achieving Below Grade Level
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IV. HOW HAS OUR MARKET ECONOMY MADE MAN INTERDEPENDENT?

Emphases: The complexities of our economy has created an inter-
dependent systen,

The Federal government has been playing a more important
role in our economy.,

A. Using models to understand the interdependence in our economic system,

THE MARKET ECONOMY

$$ VOTES § ¢

( Buy Gdods And Services )

BUSINESS
(Resource Users)

CONSUMERS
(Resource Owners)

Land, Labor, Capital, Management
( How )

Wages, Rent, Interest, Profits
( For Whonm )

Questions for Inquiry and Discovery
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THE MARKET ECONONZYX

$$VOTES § ¢

( Buy Goods And Services )

GOODS & SERVICES

( What )

BUSINESS

CONSUMERS
(Resource Users)

(Resource Owners)

M WRADS!

RESOURCES

Land, Labor, Capital, Management
( How )

$ & INCOME $ §

Wages, Rent, Interest, Profits
( For Whom )

Questions for Inquiry and Discovery
1. Why is this chart often called "circular flow of money.

2, Why are dollars called votes?
3. How do consumers get their dollars to spend?
k. Where does business get its resources for production

5« What major sector of our economy is not included in this chart?
6. How does this chart show interdependence?

Questions for Group Discussion

l. A reduction of production will lead to & reduction of income. Explain,
2, How does this chart show interdependence in owr economy?

113
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Follow-ug Activities

l. A witty American economist, H, J, Davenport, sought to deseribe
Some of these complex Price interrelations in a poem:

The price of pig
Is something big;

Because its corn, you'll understand
Is high-priced s too;
Because it grew

Upon the high-priced farming land,
If you'd know why
That land is high

Consider this 3 its price is big
Because it pays

Thereon to raise
The costly corn s the high~priced pig.

Questions for Inquiry and Discovery
1, VWhy is the rice of a pig hight

2, What factors determine the price of corn?

2

S¢ VWhy are lard Prices high?

4. What is a good title for this poem? Why did you choose this title?

Questions for Group Discussion

l. How is the market for butter and the market for margarine related?

2. How is the market for lumber ang the market for houses related?

3. How do the two sets of relationships above differ?
¥%2, Problem for individual work

Prices in a market system are all interdependent, Reletive prices
and changes in relative Prices cause profit-seeking resource

An ivcreasse in the price of hogs in Chicago led to & steel
shortege in Pittsburgh and an oil shortage along the east coast,

(The high hog price in Chicago led Midwest Termers to feed hogs more
corn to meke them heavier snd fatter at selling time, Thls led to a
reduction in the amount of corn being sent to the livestock areas of
the northeast, To get more feed to the northeast, wheat was imported
from Canada, The wheat was imported through the Grest Lakes shipping
system, which reduced the shipping of iron ore and led to the eventual

steel shortage. Changes in relative rrices do affect the flow of real
goods end services!
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Upon the high-priced farming land.

If you'd know why

That land is high

Consider this; its price is big
Because it pays

Thereon to raise

The costly corn, the high-priced pig.

Questions for Inquiry and Discovery

1.
2.

3.
L,

Why is the price of a pig high?

What factors determine the price of corn?

Why are lard prices high?

Whet 1s a good title for this poem? Why did you choose this title?

Questions for Group Discussion

1.
2,
3.
*»2,

How is the market for but'ber_ end the market for mergarine related?
How 1s the market for lumber and the market for houses related?
How do the two sets of relationships above differ?

Prohlem for individual work

Prices in a market system are all interdependent. Relative prices
and changes in relative prices cause profit-seeking resource
owners to move their resources from one use to another, Test your
understanding of these fundamental points by working out an ex-
planation of the following facts which actually happened in the
United States economy.

An increase in the price of hogs in Chicego led to a steel
shortage in Pittsburgh and an oil shortage along the east coast.

(The high hog price in Chicago led Midwest farmers to feed hogs more
corn to make them heavier and fatter et selling time, This led to a
reduction in the smount of corn being sent to the livestock areas of
the northeast. To get more feed to the northeast, wheat was imported
from Cenada., The wheat was imported through the Great Lekes shipping
system, which reduced the shipping of iron ore and led to the eventual
steel shortage., Changes in relative prices do affect the flow of real
goods and services:

The increased use of grain to feed the hogs and cattle also ceused

a reduction in the amount of grain available to make industrial
alcohol, This led to the importation of Caribbean molasses to make
industrial alcohol. But the use of tankers for this purpose reduced
petroleum shipments from parts in the Gulf of Mexico, So an oil
shortage as well as a steel shortage resulted from changing the price
of hogs!

Students should be encouraged to figure out possible relationships and
these true facts should not be introduced until several other possi-
bilities have been examined and checked for accuracy. Students could
figure out, for example, that if the increased hog price made farming
very profitable, steelworkers might leave Pittsburgh for farming and
bring ebout a steel shortege in this way. Encourage them to explore
this type of thinking relating changes in relative prices to movements
of resources, goods and services in an interdependent merket system.)

**Recommended for Students Achieving Above Grade Level
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¥B. Using and interpreting a cartoon to learn about the institutions of

our economic system.

Freedom of contract

Free markes

nl

S,

28¢

Sy A
FUNDAMENTAL INSTITUTIONS OF A FREE ECONOMY

(from Economics, Dept. of Public Instruction, Herrisburg, Pa. 1962)
Questions for Inquiry and Discovery

1.
2,
3.

k,

Explain each of the five items in picture two. Give examples,
Why are these items fundamental to a free economy?

Plecture 1 shows that under certain circumstances government intervens
in these institutions, Give examples for each category.,

Do you feel it is necessary for the government to interfere in our
free enterprise economy? Explain.

Our economy is often called & "mixed free enterprise economy.” Do
you think this is an appropriaste +itle? . \.
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FUNDAMENTAL INSTITUTIONS OF A FREE ECONOMY

F /

(from Economics, Dept. of Public Instruction s Harrisburg, Pa. 1962)
Questions for Inquiry and Discovery

1. Explain each of the five items in picture two., Give examples.
2. VWhy are these items fundamental to a free economy?

3. Picture 1 shows that under certain circumstances governmment intervens
in these institutions., Give examples for each category.

4, Do you feel it is necessary for the government to interfere in our
free enterprise economy? Explain.

5. Our economy is often called & "mixed free enterprise economy." Do
you think this is an appropriate title?

»

¥Recomended for Students Achieving Below Grade Level
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Fbllow_-_-_t_zg Activities
*1,

67
Using cartoon pictures to understand the changing nature of the
market system,

&

Performing vital services
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Performing vitol services

¢
F (From Economics, Dept. of Public Instruction, Harrisburg, Pa., 1962, )
} *Recommended for Students Achieving Below 'Grade Level,
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Questions for Inquiry and Discovery

1. What areas of government regulation of our economy are shown in
the top picture?

2. What other jobs does our govermment perform?

3. How bas the government increased its role in one of the areas shown
above in your neighborhood?

Questions for Discussion

1. Is it better for the coomunity if govermment builds housing or if
private builders do the Job? Why?

2., Should schools be privately run rather than government operated?
Why?

Individual Project

Several students can develop & bulletin board display showing the areas
of government involvement in our econony,

*¥%2, Using an essay to show the cha.nging nature of our economy
Whatever Became of Adam Smith?

"Well, they may have started off together - but they've sure
drifted a long way apart ever since." The speeker was talking
not about two individuals but sbout two of men's most important
documents, both born in 1776, One was the Declerstion of
Independence in the New World, and one was Adar Smith's THE WEALTH OF
NATIONS IN THE OLD WORLD, )

WY

"These two documents of 1776 are useful to talk about together
because each says so much about the Americen experiment, The
Declaration of Independence set in motion events which were to
give the United States its chance to shape its own political
destiny and to build a demoerstic society placing heavy emphasis
on the rights of the individual to choose his own destiny, THE
WEALTH OF NATIONS provided the intellectual underpinning or
support for the economic ideas that were to become dominant in
the new society. Maybe no one who signed the Declaration of
Independence had yet :eard of Adam Smith, but his influence was
great in the years theresafter:

"Seen against the backdrop of economic ideas that prevailed before

Smith wrote, THE WEALTH OF NATIONS wes revolutionary. The book mey

be seen as an attack on the orthodoxy of "mercantilism” that had so

long held key parts of Western Europe in its grip. Mercantilism

was a protective philosophy that sought to move an economy from

emphasis on agriculture to emphasis on industry through use of the
~ powers of the state. To affa hd e Ahoncen Al .
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above in your neighborhood?

Questions for Discussion

1. Is it better for the commmity if govermment builds housing or if
private builders do the Jjob? Why?

2. Should schools be privately run rather than government operated?
Why?

Individual Project

Several students can develop a bulletin board display showing the ereas-
of government involvement in our economy,.

#¥2, Using an essay to show the changing nature of ouxr economy

Whatever Became of Adam Smith?

"Well, they may have started off together - but they've sure

drifted e long way apart ever since." The speaker was talking

not ebout two individusls but about two of men's most important

documents, both born in 1776. One wes the Declaration of

Independence in the New World, and one was Adam Smith's THE WEALTH OF
. NATIONS IN THE OID WORID,

"These two documents of 1776 are useful to talk ebout together
because each says s0 much about the American experiment., The
Declaration of Independence set in motion events which were to
give the United States its chance to shape its own political
destiny and to build a democratic society placing heavy emphasis
on the rights of the individuel to choose his own destiny. THE
WEALTH OF NATIONS provided the intellectual underpimning or
support for the economic ideas that were to become dominant in
the new society. Maybe no one who signed the Declaration of
Independence had yet »eard of Adam Smith, but his influence was
great in the years thereafter:

"seen 8gainst the backdrop of economic ideas that prevailed before
Smith wrote, THE WEALTH OF NATIONS was revolutionary. The book mey
be seen as an attack on the orthodoxy of "mercantilism" that had so
long held key parts of Western Europe in its grip. Mercantilism
was & protective philosophy that sought to move an economy from
emphesis on agriculture to emphasis on industry through use of the
powers of the state, To effect this change, the state hed to
protect industry against outsiders in other economies and to
regulate industry's activities for effective growth, sgid the
mercantilists.

"Not so," said Adem Smith, Put man on his own and not under the
protection of a planning, prodding government and he will achieve
wonders that the world had never seen, The core of Smith's radical
emphesis was in three propositions:

-men are most 2ffectively motivated by self interest; that self-
interest, far from being deplored and smothered, shauld be en-
couraged to the end that men would went to move ahead according
to their own lights.

¥ Recommended for Students Achieving Above Grade Level
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~men are most effectively regulated in pursuit of their self-
interest by forces of competition; the abuse of yower by a
producer is a real enough possibility, but is best guarded
against by meking sure that the customer alweys has alternative
sources of supply to which he may turn,

~the best role for government ig g minimal one; government
must keep the peace and must check to see that the competitive
game goes on, but, beyond that, laissez-faire is the best

pOlicy .

"This was the rationale for the market society. And nowhere in
the world did that rationale Prove more powerful than in the
United States. Here was man's greet testing-ground for the new
ideas of economic liberty.

"But now we are being told that the United States has bandoned
Smith. The lement is heard that » in the middle thirty years of
the twentieth century, we have turned from laissez-faire and
free markets and competition towards government intervention and
protection., No one denies that we have the richest society in
the world, But that was the product of the free past, according
to this line of argument. Now we are on the roed to ruin.

"Is Smith dead?"

"The surface evidence is convincing enough, Pley the alphabet
game, by simply listing the new regulatory agencies and institutions
that impinge upon our economic 1life: the F,T.C. (Federal Trade
Commission), F.P.C. (Federal Power Commission), F.C.C. (Federal
Power Commission), F.C.C. (Federal Communications . Conmission),
S.E.C. (Securities Exchange Commission), F.D.A. (Food and Drug
Administration), F.H.A. (Federal Housing Agency), C.A.B.

(Civil Aeronautics Board), N.L.R.B. (National Labor Relations
Board, as so on through countless more combinations of letters -
until one ends with J.F.K. and and L.B.J. Govermment today is a
regulator, producer, subsidizer, taxer, protector, educator,
seller, and buyer. And what would Smith have thought of that?

(From Comparative Economic System, John R. Coleman, Holt,
Rinehart & Wﬁsfon, Po mﬁ?

Questions for Inquriy and Discovery

1. What do you predict would happen if the United States depended
on privete firms competing in the market Place for the job of
defending our country against aggressors?

2. Should government regulate the safety of cars? Medicines?
Explain, .

3. Would you have supported legislation protecting children in
industry? Providing equal pay for men and women doing the
same Job? Explain,

k. Iist the areas where you feel government control of the
market mechanism would be desirsbile, Justify each, How many
of these would Adam Smith have included on his list of approved
governmment projects?

o
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policy.

"This was the rationale for the market society. And nowhere in
the world did that rationale prove more powerful than in the
United States. Here was man's great testing-ground for the new
ideas of economic liberty.

"But now we are being told that the United States has bandoned
Smith, The lament is heard that, in the middle thirty years of
the twentieth century, we have turned from laissez-faire and
free markets and competition towards govermment intervention and
protection, No one denles that we have the richest soclety in
the world. But that was the product of the free past, according
to this line of argument., Now we are on the road to ruin.

"Is Smith dead?”

"The surface evidence is convincing enough. Play the alphabet
geme, by simply listing the new regulatory agencies and institutions
that impinge upon our economic life: the F,T.C, (Federal Trade
Cormission), F.P,C. (Federal Power Commission), F.C.C. (Federal
Power Commission), F.C.C. (Federal Communications.Commission),
S.E.C. (Securities Exchange Commission), F.D.A. (Food and Drug
Administration), F.H.A. (Federal Housing Agency), C.A.B.

(Civil Aeronautics Board), N.L.R.B. (National Labor Relations
Board, as s0 on through countless more combinations of letters
until one ends with J.F.K. and and L.B.J. Government today is a
regulator, producer, subsidizer, taxer, protector, educator,
seller, and buyer. And what would Smith have thought of that?

(From Comparative Economic System, John R. Coleman, Holt,
Rineha¥t & Wwinston, p. 102)

Questions for Inquriy and Discovery

1. What do you predict would happen if the United States depended
on private firms competing in the market place for the Job of
defending our country agalinst aggressors?

2, Should government regulate the safety of cars? Medicines?
Explain,

3. Would you have supported legislation protecting children in
industry? Providing equal pay for men and women doing the
same Jjob? Explain,

4, IList the areas where you feel government control of the
merket mechanism would be desirable., Justify eeach. How many
of these would Adem Smith have included on his list of approved
govermment projects?

Individual Research

What are the arguments for and against establishing a corporation
to operate our Postal System?
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THEME I - INTRODUCTION TO ECONOMICS

Selected Bibliography - For High School Students

N = Non-Fiction F = Fiction B= Blography
Class Author Title +  Publisher Date
N Alexander, Albert The Challenge of Pitman 1970

Economics: A Guide
to the Perplexed

N Ammer, Dean Readings and Cases Ginn 1966

“o Economics
) N Today's Economics American Educs- 1968
tion Publications

N Do You Know Your Dept, of 1963
Economiec ABC's? Cormerce

K The Price System Federsl Resgeive

Board of Philedelphis

N Caplovitz, David The Poor Pay More Free Press 1968

N Hacker, Louis Americen Capitalism Van Nostrand 1957

N Heilbroner, Robert I. The Making of Eco- Prentice-Hall 1962

: nomic Society

N Hellbroner, Robert I, The Worldly Simon & Schuster 1961
Philosophers

N Magnuson, Warren The Dark Side of the Prentice Hall 1968
Market Place

N Mergolius, Sidney Consumer's Guide to Pocket Books 1963
Better Buying

N Neder, Ralph Unsafe &t any Speed Pocket Books 1967

N Packard, Vance The Hidden Pocket Books 1957
Persuaders

N Robinson, Marshell, An Introduction to Doubleday 1962

et al, Economic Reasoning
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Selected Bibliography - For Teachers

Author

Adler, Mortimer (ed.)

Bach, G. L.

Friedman, Milton

Heilbroner, Robert

Maher, John
McConnell, Campbell
Prehn, Edward

Semuelson, Paul
Samuelson, Paul et al,

Title

Annals of americs
Conspectus, 2 Vol,

Annals of America
20 Vols.

Economics: An Introduc-
tion to Analysis and
Policy (6th ed.)
Cepitalism and Freedom
The Limits of American
Capitalism

What is Economics

Economics (4th ed.)

Teaching High School Eco-

nomics: The Analytical
Approach

Economics (8th ed,)
Readings in Economics
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Publisher

Encyclopedia
Britannice

Encyclopedia
Britannica

Prentice-Hall

University of
Chicago

Harper & Row

John Wiley
McGraw-Hill
Pitman

McGraw-Hill
McGraw-Hill

1968
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Audio-Visual Materials

Films
Allocating Our Resources Bailey Films
Budgeting
Beginning Responsibility: Using Coronet Films
Money Wisely
BAVI Consumers Want to Know Consumers Union
317.9 Tnstallment Buying Bailey Films
Retail Credit Buyirg Bailey Flms
Filmgtrie
Economics: The Séience of Choice MeGraw-Hill
45600,.1 American Capitalism
Basic Economic Concepts:Section I MeGraw-Hill
(Sound) Consumer Education; Money Bailey Films
Menagement
Protecting the Consumer New York Times
45330,1 The American Economic System

Value of Your Dollar

The Role of the Consumer

American Capitalism

Current Affairs Films

Joint Council on Economic
Zducation

MeGraw-Hill

Transparencies (Tt ise sets can be used in several Themes)

Simulation Games

The World of Economics
An Introduction to the American

Economy
Comparative Economic Systems
Consumer

Economic System

Market Game
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MeGraw-Hill
Heath

Holt, Rinehart & Winston
Webster Publishing Co.,,

New York, N.Y,

Webster Publishing Co.,,
New York, N, Y.

Holt, Rinehart and Winston,
New York, N.Y.
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THEME IT: ORGANIZING PRODUCTION TO SATISFY ECONOMIC CHOICES

Introduction

The learning activities in this section are designed to help the student
evaluate the impact of the revolution in industrial techniques.

The activities should also ensble the student to understand the nature of
business organization and how the growth of big business has transformed our
economy into one of "high mass consumption."

In this theme the learning activities are centered around three significant
problems:

I. Why does the United States enjoy high productivity?
II. How do businesses organ’ze and develop?

III. What is the role of Lig business in the American economy?
L

I. WHY DOES THE UNITED STATES ENJOY FTGH PRODUCTIVITY?

Empheses: New technology has expanded the uses of our nstural
resources.

Increased productivity due to increased quantity and quelity
of resources has led to the growth of our standard of living.

A. Using a problem to develop the understanding that common elements are
needed in all pmodnction_-- land, labor, cepital, and management.

In & large Arericen city s few years ago the police department con-
verted an aktandoned air strip into a drag strip for the use of
teenagers who wished to try out their mechanicel creations. Not
only was *he number of automobiles reduced but the strip itself be-
came a center of community entertainment for young and old. On any
summer weekend hundreds of spectators flocked to the drag strip.

It didn't take too many hot evenings to meske the public drinking
fountein and the sole "coke" machine completely inadequate to satisfy
-the thirsty throats of the spectators.

A couple of high school students saw mossibilities in this situation:
¢ potentlal customers were just waiting to satisfy their thirst and
hunger and were apparently willing to pay for it.

When the students approached one of the parents for advice on- the
possibility of setting up a snack-bar he told them that he'd be will-
ing to loan them mcney to begin the project. Before he did that,
however, he asked them to draw up a list of the things they'd need to
consider before they could begin satisfying the wants of the drag
strip spectators. In other words he was asking them to list what
combination of things would produce the items necessary to satisfy
the wants of the crowds.
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The activities should also ené.ble the student to understand the nature of
business orgenization and how the growth of big business has transformed our
economy into one of "high mass consumption.”

In this theme the learning activities are centered around three significant
problems:

I. Why does the United States enjoy high productivity?
II. How do businesses organize and develop?

TII. Whet is the role of big business in the American economy?

T. WHY DOES THE UNITED STATES ENJOY HIGH PRODUCTIVITY?Z

Emphases: New technology has expended the uses of our natural
resources.

Increased productivity due to increased quentity and quelity
of resources has led to the growth of our standard of living.

A. Using a problem to develop the understanding that .mon elements are
needed in g1l production -- land, lsbor, cepital, e .. mpnagement.

In a large American city a few years ago the police department con-
verted an sbandoned air strip into a drag strip for the use of
teenagers who w:i.shed to try out their mechanical creations. Not
only was the number of automobiles reduced but the strip itself be-
came a center of community entertainment for young and old. On any
summer weekend hundr:ds of spectators flocked to the drag strip.

Tt didn't take too many hot evenings to meke the public drinking
fountain and the sole "coke" machine completely inadequate to satisfy
the thirsty throats of the spectators.

A couple of high school students saw possibilities in this situation:
* potential customers were just walting to satisfy their thirst and
hunger and were apperently willing to pay for it.

When th: students approached one of the parents for advice on the
possibility of setting up a snack-bar he told them that he'd be will-
ing to loan them money to begin the project. Before he did that,
however, he asked them to draw up & list of the things they'd need to
consider before they could begin satisfying the wents of the drag
strip spectators. In other words he was asking them to list what
combination of things would produce the items necessary to satisfy
the wants of the crowds.

Questions for Inquiry and Discovery

1. What items would be needed to satisfy the needs of the crowd?

2. How can we fit these items into some common categories and
releationships? '

3. What are the factors of production needed for all production?

1=8
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FollOWhuQ Activities

*1. Students can be glven the following exercige to discover that

The following is g list of gifts nature has given to man, Iden-
tify those that are natural productive resources:

1) Clams living in a river bed pollvted by industrial waste
2) Natural uranium discovered in the Canadign Rockies in 1629
3) Pineapples growing in uninhabited Jungles

City and Mhnhattan‘
5) The Florida climate|
6) The climate of Southern Californig
7) The climate of the Mojave Desert
8) Fertile farm lsng on the western plains of the American con-
tinent in 1723
9) Pertile farm land in Pennsylvania in 1966
10) Unirrigeted desert land in Palestine in 1936
11) Irrigated desert land in Israsel in 1966
12) Lobsters off the coast of Maine
13) A Delicious apple grown in an Oregon orchard
14) An inedible wilqg apple grown from a seed planteq by Johnny
Appleseed
15) Undiscovered oil somewhere in Texas
16) A depleted oil well in Titusville, Pennsylvanisg,
17) Silver in the hills of Nevada
18) Ice in Northern Alasks
19) Cattle in a Hindy village of Indig
20) Cattle in the Chicago stockyards

2. What is g resource?

Before the invention of substitute materials, a black shale
called slate was used exclusively in the production of black-
boards, (Many persons still prefer the natural slate blacke

of inferior shale must also be removed, Throughout the slate
district of eastern Pennsylvania, large piles of thig inferior
shale dot the landscape, This useless shale is not considered
& resource; in fact, it is considered a nuisance, a blot on the
natural lendscape.

Now we will imegine that g brocess is discovered by which this
useless shale is changed into g fuel, By placing the shale under
enormous pressure a liquid fuel ig extracted. This "fuel ale",
a8 we will call it, has certain unique characteristics: it ig
not affected by changes in temperatumre. 1+ homme o o' T 18
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1fy those that are natural productive resources:

1) Clams living in a viver bed polluted by industrial waste
2) Natural uranium discovered in the Canadian Rockies in 1629
3) Pineapples growing in uninhabited Jungles _
4) That section of the Hudson River that flows between Jersey
City and Manhattan
5) The Florida climste
6) The climate of Southern Californis
7) The climate of the Mojave Desert
8) Fertile farm land on the western plains of the American con-
tinent in 1723
9) Fertile farm land in Pennsylvenia in 1966
10) Unirrigated desert land in Palestine in 1936
11) Irrigated desert land in Isrsel in 1966
12) Lobsters off the coast of Maine
13) A Delicious apple grown in an Oregon orchard
14) An inedible wild apple grown from a seed planted by Johnny
Appleseed
15) Undiscovered oil somewhere in Texas
16) A depleted oil well in Titusville, Pennsylvania
17) Silver in the hills of Nevada
18) Ice in Northern Alaska
19) Cattle in a Hindu village of Indis
20) Cattle in the Chicago stockyards

2. What is & resource?

Before the invention of substitute naterials, a black shale
celled slate was used exclusively in the production of black-
boards. (Msny persons still prefer the natural slate black-
boards.) In the process of quarrying the slate large amounts
of inferior shale must also be removed. Throughout the slate
district of eastern Pennsylvania, large Piles of this inferior
shale dot the landscape. This useless shale is not considered
& resource; in fact, it is considered a nuisance, a blot on the
natural landscape.

Now we will imagine that o proce§§ is discovered by which this
useless shale is changed into a fuel. By placing the shale under
enormous pressure a liquid fuel is extracted. This "fuel ale",
as we will call it, has certain unique characteristics: it is
not affected by changes in temperature, it burns slowly and gives
off ten times as much energy per cubic centimeter as any existing
liquid fuel. The cost of producing a barrel of "fuel ale", how-
ever, is thirty times as great as any existing liquid fuel.

As man becomes interested in space travel, the need increases

for a liquid fuel that is not affected by drastic temperature
changes and requires less storage space than conventional fuels.
Large scale production of “fuel ale™ begins. The shale piles

are fenced and multi-million dollar processing plants are .erected.

In ten years the increased research on fuels for Space travel
favor the so-called solid fuels. Production of "fuel ale" stops.
The unused piles of inferior shale still dot the Pennsylvanie
landscape. There is talk abnut a new use for the shale piles.
The shale could be crushed and used to form construction blocks
for buildings in conjunction with the new solar heating units.

¥Recommended for Students Achieving Below Grade Level.

A30
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131
Questions for Inquigx and Discovie_z_x

1. Why is shale not considered a resource?

»~

2. Why did "fuel agle" fail to become & resource at firste
3. What circumstia.nces led to its becoming a mejor resource?

Lk, What part could humen resources have possibly Played in meking
shale a resource?

5. Once a resource has been developed how could it influence the
development of human resources?

6. After you have thought carefully about the above passage and
questions, write your own definition of what g natural resource
is,

Using an historical case study to understand the role of the entre-
breneur in the development of American industry.

Steel

Despite the discovery of the Bessemer process, the American steel
industry did not develcp overnight. The techniques were new ang the
risks were high., The demend for steel was there, but someone hag to
be willing to beer the risk, to sell the steel, and to raise the
large amounts of necessary finance,

The Building of the Industry

In Andrew Carnegie the eéconomy had such a person. Carnegie was par-
ticularly well suited to the task. His first Job had been with the
Pennsylvenie Reilroad and he well knew the railroads' need for g
long-lived heavy-duty rail, Moreover, he had maintained close rela-
tions with many of the leaders of the industry. More recently he
had been associated with @ number of iron firms in the Pittsburgh

In 1872 Carnegie launched the Carnegie Steel Corporation. Hig
first mill was the J. o Thompson, and his first broduct was steel
rails. Gradually he and his partners expanded their operations to
include a number of ney plants (some built, some acquired from less
successful owners) and a full range of steel products.

Labor Problems
Problems of risk and capital acquisition were not the only ones

that faced Carnegle. As his firm grev (and as other firms entered
the industrvy and bacan +A Amwe .t o - N
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4. What part could human resources have possibly played in making
shale s resource? \5

5, Once a resource has been developed how could it influence the
development of humen resources?

6. After you have thought carefully about the above passage and
questions, write your own definition of what & natural resource
is.

Using an historical case study to understend the role of the entre-
preneur in the development of Americen industry.

Steel

Despite the discovery of the Bessemer process, the American steel
industry did not develop overnight. The techniques were new and the
risks were high. The demand for steel was there, but someone had to
be willing to bear the risk, to sell the steel, and to raise the
large amounts of necessary finance.

The Building of the Industry

In Andrew Carnegie the economy had such a person. Carnegie wes par-
ticularly well suited to the task. His first job hed been with th:
Pennsylvanis Raiiroad and:'he well knew the railroads' need for u
long-lived heavy-duty rail. Moreover, he hed maintained close <2'.r
tions with many of the leaders of the industry. More recently h-
nad been associated with a number of iron firms in the Pittsburgr
area and with the Keystone Bridge Company. From the iron firms he
learned something of heavy metal production problems and from the
bridge compeny of the potential market for structural steel. 1In
addition to his work experience, Carnegie possessed yet another
talent that was to contribute to his success in the new steel in=-
dustry. He was experienced in bringing together the finance needed
to acquire large amounts of capital. He hed launched both his iron
enterprises and the Keystone Bridge Company by bringing together
groups of strangers, each with some money to invest. Although the
steel mill was larger than any of his previous ventures, the finan-
cial problem was really the same.

Tn 1872 Carnegie launched the Carnegie £teel Corporation. His
#irgt mill was the J. E. Thompson, and his first product wes steel
reils. Gradually he and his partners expanded their operations to
include & number of new plants (some built, some acquired from less
successful owners) and a full range of steel produvcts.

Labor Problems

Problems of risk and cepitel acquisition were not the only ones
that faced Carnegie. As his firm grew (and as other firms entered
the industry and began to compete for workers) he found that he
needed additional lsborers to man the mills. Because of the early
technology of steel production (a technology that required two tons
of coal for every ton of iron ore) the mills were located near the
coal fields. As the industry grew there were insufficient workers
in that area to meet the demand for lsbor., To some extent the new
mills ettempted to train people who migrated from nearby farms, but
this was insufficient to meet the rising demand for steel. As a
result, immigrants from abroad (first Germany and then from eastern
Europe) were induced to come to Pittsburgh to man the blast furnaces.
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Competition

Although Carnegie's remained the largest firm, others were quick to
imitate his success. Within g few years Nationel, Americen and g
host of others had %egun to produce steel by the new process. Be-
cause of the competitive threat of these new firms s Carnegie could
not rest on his laurels. As a result both Carnegie and his com-
petitors quickly innoveted the open heerth furnace, which provided
more control over the steel-making process., Within a few years
the Bessemer furnece that had given birth to the industry was re-
legated to a secondary position. In 1872, when Carnegie started
in business, the steel industry had produced only a few thousand
tons. By 1887 production was almost 6 million tons, and at the
turn of the century output had risen to almost 25 million tons.

The Birth of U. S. Steel

But the story of steel was not yet finished. The capital require-
ments, always large, had increased with the adoption of the open
hearth techniques. Moreover, Carnegie and some of the industry's
other leaders saw that even more financisl resources would be

\ needel to acquire iron and coal mines if the firm's source of
supply were to be protected. John D. Rockefeller had gained con-
trol of a large portion of the Mesabi iron range in Minnesota and
he showed the industry the value of its raw materiels., Carnegie
hed been able to finance some of this additional investment, but
many of the other firms could not. J. P. Morgan, the financier,
sew in this shortage a chance to put together a single firm., It
was to embrace all phases of production (mines, reilroeds, shipping
lines, blast furnaces, steel mills, and febricating plents) and
produce not only rails and structural steel but wire, tubing, and
the new alloys as well. Carnegie's retirement gave Morgan the
chance to bring together not only Carnegie's holdings but also
Rockefeller's iron mines, Federal S:eel s American Steel and Wire,
the Bessemer Steam Ship Company, National Steel, National Tube ’
American Bridge, American Sheet Steel, and a number of lesser
compenies. Thus the United States Steel Corporation was born., With
this new gilant in the field, the nation's output of steel continued
to rise and by 1920 output had reached 60 million tons. Moreover,
by that year new firms, including Bethlehem and Inland, although
small by the standards of U. S. Steel, had risen to take part of the
market from the dominant firm.

(From The Growth of Industrial Enterprise: 1860-1914, by Lance E.
Davis, 52ott, Foresman, and Curriculum Resources, Inc.)

Questions for Inquiry ani Discovery

1. Why do you think Carnegie decided to manufacture steel rails rather
than, say, paper clips or safety pins?

2. What risk was involved in hig decision? Why?

”~y . F



2 oo ey Ldvaled il Open heartl lurnace, which provided
more control over the steel-msking process. Within a few years
the Bessemer furnace that had given birth to the industry was re-
legated to a secondary position. In 1872, when Carnegie started
in business, the steel industry had produced only a few thousand
tons. By 1887 production was almost 6 million tons, and at the
turn of the century output had risen to almost 25 million tons.

The Birth of U. S. Steel

But the story of steel was not yet finished. The cepital require-
ments, always large, had increased with the adoption of the open
hearth techniques. Moreover, Carnegie and some of the industry's
other leaders saw that even more financial resources would be
needed to acquire iron and coal mines if the firm's source of
supply were to be protected. John D. Rockefeller had gained con-
trol of a large portion of the Mesabi iron renge in Minnesots and
he showed the industry the value of its raw meterials. Carnegie
had been able to finance some of this additional investment, but
meny of the other firms could not. J. P. Morgen, the financier,
saw in this shortage a chance to put together a single firm. It
was to embrace all phases o° production (mines, railroads » shipping
lines, blest furnaces, ste:. mills, and fabricating plants) and
produce not only rails =: ! riructural steel but wire, tubing, and
the new alloys as w-'" Carnegie's retirement gave Morgan the
chance to bring togewaner not only Carnegie's holdings but also
Rockefeller's iron mines, Federal Steel, American Steel and Wire,
the Bessemer Steam Ship Company, National Steel, National Tube ’
American Bridge, American Sheet Steel, and a number of lesser
compenies. Thus the United States Steel Corporation was born. With
this new giant in the field, the nation's output of steel continued
to rise and by 1920 output had reached 60 million tons. Moreover,
by that year new firms, including Bethlehem and Inlend, although
small by the standards of U. S. Steel, had risen to taske part of the
market from the dominant firm.

(From The Growth of Industrial Enterprise: 1860-1914, by Lance E.
Davis, Scott, Foresman, and Curriculum Resources, Inc.)

Questions for Inquiry ami Discovery

1. Why do you thirk Carnegie decided to manufacture steel reils rather
than, say, paper clips or safety pins?

2. What risk was involved in his decision? Why?

3. What change in his decisions might have occurred if motor vehicles
and air transport planes had been invented and developed in 187h4?

Why?

4. What special personal skills sided Carnegie in the development of
his corporation? ‘Why?

5. Carnegie said that he wanted his epitaph to read "Here lies the
man who was able to surround himself with men far cleverer than
himself." How did this ability add to his success?

6. What might have been the result if Carnegle had been unable to use

immigrant lebor? What alternative choices could he have made and
still succeed in developing his business? '
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7. Why was Carnegie able to acquire capital to finance his steel
company while others failed to get the necessary capital?

8. How did Carnegle as entrepreneur "lead, focus and chennel human
and physical resources" in the production of steel rails?

Frees

C. Using statistical tables to understand that the productivity of human
resources depends on quantity end quality of the resources avallable.

| Teble T
Population According to Age
S i Tiions of ponto.A8e
Age (in years) India, 1961(1) United States, 1960(2)
Totel Population 4,30% 181%
0-14 180 5&
15-24 . 73 o5
25-54 151 68
55-6l 21 16
65 and Over 13 17

*Totels may not add up due to rounding.

Table IT

Characteristics of the Population: Education and Health
Charecteristics In _, 1961(1)  United States, 1960(2)
Number of infants that died be- 125 Per 1,000 25 Per 1,000
fore reaching the age of one Births ' Births
Age to which melie baby can ex-
pect to live at the time he ig 42 Years 014 64 Years 01d :
born
Age to which female baby can
expect to live at the time 40 Years 014 70 Years 014

she is born

Per cent of adult population

(1% years and over) that cen 244, 97.8%
read and write

Number of individuals over 14

years of age who can read and 106 Million 122 Million
write

Kumber of students in school L Mi1l4on 40 Miliion
Number of students in elementary 40 M1lion 19 Million

schoal



resources aepends on quan ana guadll 01 CTNe eguoiyces avaiiravle.
Table I

Population According to Age
(millions of people

Age (in yeers) Indts, 19611 United States, 1960(2)
Total Population L39% 181
0-14 180 56
15-2h | 73 25
25-54 151 68
55-64 21 16
65 and Over 13 17

*Totals may not add up due to rounding.

Igble II

Characteristics of the Population: Education and Healtbk
Characteristics India, 1961(1)  United Stetes, 1960(2)
Number of infants that died be- 125 Per 1,000 25 Per 1,000
fore reaching the age of one Births ' Births
Age to which male baby can ex~-
pect to live at the time he is 42 Years 014 6l Years 01d
born

Age to which female baby can
expect to live at the time 4O Years O1d 70 Years 0ld
she is born

Per cent of adult population
(14 years and over) that cen 249 97.8%
read and write

Number of individuals over 1k

years of age who can read and 106 Million 122 Million
write

Number of students in school hh Million 40 Million
Number of students in elementary 40 Million 19 Million
school

Number of students in high schools 3 Million 17 Million
Number of students in institu-

tions of higher education 980 Thousend 3% Million
Sources:

(1) India, A Reference Annual, 1964, compiled by the Ministry of Information
and Broadcasting, (Delhi: Government of India, 1964).

(2) Statistical Abstract of the United States, 1965, compiled by the Bureau of
Census, (Washington, D.C.: Govermment Printing Office, 1966).
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Table IIT
Labor Characteristics of Po&ation

Characteristics Indle, 1961(1)  ypyseq States, 1960(2)
Number of people living in cities 79 Million 113 Million
Number of peopie living in rural 360 Miliion 66 Million

area (towns, villages or farms)

Number of people employed in 135 Million 4 Miliion
agricultural occupations

Number of peopile employed in 29 illion 64 Million
non~-agricultursl Occupations

Questions for Inquiry and Discovery

Ppeople's ability to produce?

4. In whien country do you think the available human resources
likely to be most productive? wWhyt

5. How would the charscteristies noted in Table III affect the amount

of' goods beople are likely to broduce?
6. What factors affect people's ebility to

Questiong for Group Discussion

l. How do you think Indig's human resourceg might be ma,
ddetive? Hoyw would you go sbout &ccomplishing thige

2. How do you think our human resources might be made more broduc~

tive? How woulq you go about accomplishing thise
Follow-up Activities ’

1. Teachers cagn reproduce the following 8raphs end charts to develop
én understanding of the quality of human resources 4m +is zo s >

States,

produce goods ang services?

de more pro-

A
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Number of people living in rural 360 Million 66 Million
area (towrs, villages or farms)

Number of people émployed in 135 Million L Million
agricultural occupations

Number of people employed in 29 Million 64 Million
non-gg-icultural occupations .

Questions for Ingquiry and Discovery

1.

2.
3.

L,

5

6.

Does India or the United States have the largest number of human
resources? How do you prove it? :

Are all of these resources equally productive? Why?

o bl

How could each of the characteristics noted in Teble II affect '
people's ability to produce? :

In which country do you think the aveilable human resources sre
likely to be most productive? Why?

How would the characteristics noted in Table III affect the amount
of goods people are likely to produce?

What factors affect people's ability to produce goods and services?

Questions for Group Discussion

1.

24

How do you think India's humen resources micht be made more pro-
ddctive? How would you go about accomplishing this?

How do you think our human resources might be made more produc-
tive? How would you go about accomplishing this?

Follow-u;g Activities

1.

Sources:

Teachers can reproduce the following graphs and charts to develop
an understanding of tke quality of humen resources in the United
States.

I.
Millions UNITED STATES POPULATION: 1870-1967

(From Comparative Economic Systems by i
John Coleman, Holf, Rinehart an inston) 3
§

(1) India, A Reference Annual, 1964, compiled by the Ministry of Information

and Broadcasting, (Delnl: Govermment of India, 196l). {
(2) Statistical Abstract of the United States, 1965, compiled by the Bureau of ;
the Census, (Washington, D.C.: Government Printing Office, 1966).
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II.

Selected World Health Statistics

Iife Expectancy (in years) ::%?:}E:ﬁz §§ aﬁz‘igf:r

axr
United States 4?3:5 éﬁ:%e) (1963) 25.2 (1963)
Canada gﬁ:g éFD?:lm:}.e) (1960-62) 26.3 (1963)
E1 Salvedor Q;Z gg:lm:{e) (1952-61) |  65.5 (1964)
India L%:g glff:lm:ie) (1951-60) 81.0 (1962)
Japan %g iﬁzl).e) (1963) 20.4 (1964)
Czechoslovekia '?Z:g éﬁbtlmz:l).e) (1962) 21.1  (1964)
Sweden 5 (Hedey (7962) 13.6 (1964)
United Kingdom f{g:g gg:;:__{e) (1961-63) 20.0 (1964)

Source: Demographic Yearbook, 196k, pp. 550-57, 620-23., Copyright United
Netions (New York, 1965). Reproduced by permission.

III.
Percentage of Seventeen-Year Olds Graduating from High School in U. S.
90
. 80 720%™
- 70 —65.1 %408
60 R
50
40
30
20 8.8¢ .
10 —20¢,-2.5%-3.5 sy 1 1
0
1670 1880 1890 1900 1910 1920 1930 1940 1950 1960 1965

(From Comparative Economic S stems, John Coleman, Holt s Rinehart and Winston),
l{llC Questions for Inguiry and Discovery

Full Tt Provided by ERIC.
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United States gg:g gﬁzlmge) (1963) 25.2 (1963)
Canada %3;:"2‘ gg:lm:])_e) (1960-62) 26.3 (1963)
El Salvador ﬁgz g:lm:ie y (1951-61) 65.5 (1964)
Indis i%:g g:lm:ie) (1951-60) 81.0 (1962)
Japan ggg g{i:%e) (1963) 20.4  (1964)
Czechoslovekisa 3'275 gme) (1962) 21.1  (1964)
Sweden %E gme) (1962) 13.6  (1964)
U;}itea Kingdom gg:g 2%‘333’.3 ) (1961-63) 20.0 (196k)

Source: Demographic Yearbook, 1964, pp. 550-57, 620-23. Copyright United
Nations (New York, 1965). Reproduced by permission,

III.

Percentage of Seventeen-Year Olds Graduating from High School in U, S.
— - -

100%

720%™

88383

40
30
10 —20%-25%"3.5% =27
0 :

1870 1880 1890 1900 1910 1920 1930 1940 1950 1960 1965 J

-
(From Comparative Economic Systems, John Coleman, Holt, Rinehart and Winston).

Questions for Inquiry and Discovery
l. What can we infer about the United States population from Table I?

2. How does iable II aid us in evaluating the quality of our human
resources?

3. What other measures would you find useful?
4, What trend is shown in Table III?

5. What effect would it have on our nation's supply of human resources
if every American went to college? What effect would it have on

quality?
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Use the following exXcerpts from Uniteg States historical docu-
ments to show how values and motivation rley o significant role
in the quality of our human resources,

From the Declaration of Independence, 1776:;

We hold these truths to be self-evident, that all men are created
equal, that they are endowed by theirp Creator with certain wnalien.
able rights s that among thege are Life, Liberty and the pursuit of
Heppiness. That to secwre tuese rights, Governments gre instituteq
among Men, deriving their Jvst powers from the consent of the
governed.

From the Taft-Hartley Act, 1947,
Employees shali have the right to self-organiza.tion, to form, Join,
or assist labopr orgenizations, to bargain collectively through
representatives of their own choosing,...and shall also have the
right to refrain from any or a11 such activities, oo

l. How do the gbowe documentsg affect individuay initiative in
the American econonmy?

2. What role does the government of the United States set for
itsels concerning the use of humen resources?

3. How might the Elementary ang Secondary Education Act of 1965
affect the future quality of human resources?
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3. Using graphs and charts to understand that Tesources change and
have alternate uses,

The source for these statistics is the Uniteq States Bureau of
the Census, Statistical Abstract of the United States: 1966

(Washington, D.C s 1968).

I,

Miltions UNITED STATES POPULATION: 1870-1967
200 .

1. What has been the Population trend in the United Statess
How has that trengd affected the adequacy of our natural
resources?

2. How cen Population trends tell yus if our resource supply will
edequately meet our future needs?

3. Relate some of the figures to other historical events,
Why, for instance, did the bopulatior rise sharply between
1890 and 19107 Why did it rise slowly during the 1930's?

II.

Petroleum Products and Reserves

in the United States

Production Proved Reserves
1946-1950 (Average) 1,884 1950 25,268
1951-1955 (Average) 2,339 1955 30,012
1956-1960 (Average) 2,567 1960 31,613
1965 2,849 1965 31,352

(Figures given in millions of 42-gallon barrele. - bumems . u
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1870 1880 1890 1900 1910 1920 1930 1940 1950 1960 1967
- e j

1. What has been the population trend in the United States?

How has that trend affected the adequacy of our natural
resources?

2. How can population trends tell us if our resource supply will
adequately meet our future needs?

3. Relate some of the figures to other historical events.
Why, for instance, did -the population rise sharply between
1890 and 19107 Why did it rise slowly during the 1930's?

II.

Petroleum Products and Reserves
in the United States

Production Proved Reserves
1946-1950 (Average) 1,884 195¢ 25,268
1951-1955 (Average) 2,339 1955 30,012
1956~1960 (Average) 2,567 1960 31,613
1965 2,849 1965 31,352

(Figures given in millions of L2-gallon barrels. "Proved reserves"
means petroleum that has been located but not yet extracted.)

1. Based on your knowledge of recent history and economic
developments, give reasons for the steady rise in petro-
leum production since World War II.

2. How many times greater are the proved reserves than current
production? Whet do you think the ratio of production to
reserves would have been for the year 14927 What does this
say about petroleum as a natural resource?

Lot o a2
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why must you have figures for popula-
figures for retroleunm production and
other information would you need?

III.
Netural Gas Pro

ducts and Reserves
in the Uniteq States

Year Production Proved Reserves
1940 2,660 85,000
1950 6,282 184,585
1960 12,771 262,326
[ 196l 15,547 281,251

“Proved reservesg" means
naturel ges that heg been located but not

yet extracted, )
1. Is natural

gas being exploited more
(Compare the ratios o

(Figures given in billions of cubic feet,

or less than petroleun?
T production to proved reserves, )

Is natural g8 production rising more slowly or more rapidiy
then petroleum production?

2.

3. What information would you need to estimate whether the _
United States wiil have enough naturel gas in the Year 2000?

Iv,
The Shifting Pattern of Energy Resources
in the United States
T—‘
%
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80
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in the United States

——————

Year Production Proved Reserves
1gko 2,660 85,000
1950 6,282 184,585
1960 12,771 262,326
1964 15,547 281,251

(Figures given in billions of cubic feet., "Proved reserves" means
natural gas that has been located but not yet extracted.)

1. Is natural gas being exploited more or less then petroleum?
(Compare the retios of production to proved reserves. )

2. Is natural gas production rising more slowly or more rapidly
then petroleum production?

3. What information would you need to estimate whether the .
United States will have enough natural gas in the year 20007

Iv,

The Shifting fattern of Energy Resources
in the United States

F

%
100

400

20-

-”"

-3
- o -

9 @ wubnen e & - o o =

P e cvasrum wm s 0T - o

o & S N3 Y

1900 1910 1920 1930 1940 1950
= Col <= = Waler Powsr ==+== NoturciGas === Ol

1960 1965

e

l. Which energy sources have been growing in importance? Which
have been declining?

2. Does this graph tell you whether more or fewer tons of cosl
were consumed in 1964 than in 19007

3. Give some possible reasons for the shifting pattern.
Individual Project '

A student cen be assigned to update the chart sbove and report on
continuing or changing trends.
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D. Using a magazine article to discover the dynamics of industriel
development,

Capital and the American Coal Industry

Out of a miserable postwar past, bituminous coal is emerging into
s future that is more competitive than ever--but also vastly more
hopeful. Further, its prospects are well-grounded despite the
amazing potential shown by two of the newer sources of power.

The most persuasive evidence of coal's fat future lies in the
potential of its main customer--electric power. Short term and
long, U.S. electric power and its demand for an energy source
seem destined for tremendous growth. In energy transportation
costs, coal seems to have better prospects than Canadian hydro-

electric power; it also has several ways to compete with the
"freight-free" atom.

The very nature of the utility market--huge demands to be met

daily at very tight costs--specifies with almost brutal sclectivity
just who is to share in its future...

The transportation bind. Utility coal consumption has grown elmost
elight-fold in thirty years. Only fifteen years ago, it took sev-
eral power plants tc consume the production of a big new mine.
Today, it frequently takes a new mine to supply one new power plant.

But coal's basic problam remained: it is solid, and expensive o
transport compared with liquid, gaseous, electrical, or nuclear

en:rgy. So in teking advantege of its best market, the coal indus-
try had to fight transportation costs.

Consol attacked that problem so vigorously that by 1957 it had a
slurry pipeline* with a 1.2-million ton annual cepacity operating
between Cadiz, 0., and Cleveland. The railroads brought that busi-
ness back last spring with a 61¢ a-ton rate cut. Earlier, they had

headed off a similar line to the Detroit area by cutting rates be~
fore the line was built....

cutting the cost. The pressures within the industry are matched by
The pressures outside it. The dropping price of nuclear power and
the advent of extrs high voltage electrical transmission may force
coal to reduce its delivered cost by 20 per cent, if it is to remain
competitive. Some steps have already been teken toward this....

One of @ kind, Near Zanesville, O., Peabody operates the only
machine of its kind--the push-button miner. This bizarre monster
works in a strip mine, recovering coal too deep to strip but not
recovereble by deep mining. A continuous boring head tunnels into
an exposed seem, dragging behind it forty-three cars, each equipped
with a corveyor. No miner accompanies the cutter underground. All

controls from the outside. Peabody won't discuss its costs, but
experts believe they are low.

- - - . AadA .
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hopeful. Further, its prospects are well-grounded despite the
amazing potential shown by two of the newer sources of power.

The most persuasive evidence of coal's fat future lies in the
potential of its mein customer-~electric power. Short term and
long, U.S. electric power and its demand for an energy source
seem destined for tremendous growth. In energy transportation
costs, coal seems to have better prospects than Canadian hydro-
electric power; it also has several ways to compete with the
"freight-free" atom.

The very nature of the utility merket--huge demands to be met
deily at very tight costs--specifies with almost brutal selectivity
Just who is to share in i%s future...

The transportation bind. Utility coal consumption has grown almost
eight-fold in thirty years. Only fifteen years ago, it took sev-
erel power plents to consume the production of a big new mine.
Today, 1t frequently takes 9 new mine to supply one new power plant.

But coal's basic problem remained: it is solid, and expensive to
transport compared with liquid, gaseous, electrical, or nuclear
energy. So in teking advantage of its best market, the coal indus-
try had to fight transportation costs.

Consol attacked that problem so vigorously that by 1957 it hed a
slurry pipeline¥* with e l.2-million ton annual cepacity operating
between Cadiz, 0., and Cleveland. The rallroads brought that busi-
ness back last spring with a 61¢ a-ton rate cut. Earlier, they had
headed off a similar line to the Detroit area by cutting rates be-
fore the line was builtee..

Cutting the cost., The pressures within the industry are matched by
the pressures outside it. The dropping price of nuclear power and
the advent of extrs high voltage electrical transmission mey force
coal to reduce its delivered cost by 20 per cent, if it is to remain
competitive. Some steps have already been taken toward this....

One of a kind. Near Zenesville, O., Peebody operates the only
machine of its kind--the push-button miner, This bizarre monster
works in a strlp mine, recovering coal too deep to strip but not
recoversble by deep mining., A continuous boring head tumnels into
an exposed seam, dragging behind it forty-three cars, each equipped
with a conveyor. No miner accompanies the cutter underground. All
controls from the outside. FPeabody won't discuss its costs, but
experts believe they are low.

The push-button miner now is being adapted by its msker, Joy Mfg.
Co., for use in deep mines., Joy developed the first continuous
miner. It has been laboring ever since to perfect loading devices
fast and flexible enough to keep up with a continuous miner and get
loose coal awey from the working face to the main haulage way.
Thet's the biggest problem in continuous mining today.

*Some coal is now shipped through pipelines in & soupy mixture
called slurry.
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Qutlock. In 1947, coal production averaged 6.4 tons e men-day. Today
in northern West Virginia, 26 tons a men~-dey is a good average. Joy's
Pres. Jeames M. Drain says confidently: "Within tenm Years, machinery
will be available that will allow underground mines to produce as
much as 70 tons of cleaned coal per shift per man on the payroll."

Over the next decade, Drain beljeves s there may be more reduction in
the cost of producing a ton of coal *han has been made since the end
of World War II. If this is done > it will be truly remarkeble. Since
1947, coal doubled its average hourly wages, and added a 4Og-g~ton
royalty payment for medical care, and still cut the average price by
almost 50¢ a ton....

(Business Heek, February 1, 1964, pp. 90-93. Copyright 196i: McGraw-
Hill, Inc. Reprinted by permission.,)

Questions for Inquiry and Discovery

1. How did *“he coal industry meet the three conditions of know-how,
adequate source of consumption goods, and incentive? What risks
did the coal industry run in its new progrem?

2. What was the role of capital in reviving the coal industry? How
have added capitel goods affected the price of coal? the wages
of miners? the profits of companies?

3. In exchange for higher wages, the United Mine Workers agreed to
let the number of coal miners be reduced sharply. What might
have happened if the union hed refused to meke that compromise?

Follow-up Activities

¥l. Using a diagram to understand the concept of technologicael pro-
gress.

i

} <




“E COST 01 producliily 8 won Ol Coal than has been made since the end
of World War II. If this is done, it will be truly remarkable. Since
1947, coal doubled its average hourly wages, and added a 4Og-a-ton
royalty payment for medical care, and still cut the average price by
almost 504 a tone...

(Buginess Week, February 1, 1964, pp. 90-93. Copyright 1964: McGraw-
Hill, Inc. Reprinted by permission.)

Questions for Inquiry and Discovery

1. How did +he coal industry meet the three conditions of know-how,
adequate source of consumption goods, and incentive? What risks
did the coal industry run in its new program?

2. What was the role of capital in reviving the coal industry? How
have added capital goods affected the price of coal? the wages
of miners? the profits of companies?

3. In exchange for higher wages, the United Mine Workers agreed to
let the number of coal miners be reduced sharply. What might
heve heppened if the union hed refused to meke that compromise?

Follow~up Activities

¥l. Using a diagram to understand the concept of technological pro-
gress.,

Technological progress Is sald to resemble & flight of stalrs,
Source: Federal Reserve Bank of Philadeiphla.

*Recommended for Students Achieving Below Grade Level.
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Questions for Inquiry and Discovery
1. Explein each step of the flight of stairs.

2. Why is each item pictured as o step up?

3. What changes were each of these developments able to bring to
mankind?

L, mudowuwmkmubewgmmsum Why?

2. Using charts to express the impaet of technology in the United States.
Table I*

Index of Output Per Manhour
(Base Year, 1900 = 100)

OQutput Per Manhour

Year (Expressed In Index Numbers)
1900 100
1910 110
1920 129
1930 160
1940 202
1950 264
1955 . 303

¥Source of Figures: Basic Facts on Productivity Change. Solomon
Fabricant. New York: National Bureau of Economic Research s 1959,

Questions for Inquiry and Discovery

l. On the average, how many units of output did one man produce in
& single hour in 1940? In 19507

2. How much greater was output per manhour in 1955 than i+ hagd been
in 1900%

3. Using the statistical informetion now available to you, how would

you express the impact of technology on production in the United
States during the first half of the twentieth century?

Follow-up

Students can research and use the 1970 index for productivity as
the basis for a discussion of the following questions:

l. What has been the trend for output per manhour since 1955¢%

2. H;aére we been witnessing a "technological revolution” in the
1960's?

3. Cean you foresee any problems that might hinder our increasing
productivity?

B 150
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-

Using graphs to illustrate America's increased productivity,

R

i Hourly Output Per Worker

17,

1850

ﬁgﬁa

Increasing productivity is the secret of our

Past achievements; it is our ho
for the future. Higher output makes for higher oy

wages, shorter hours, lower
prices, and greater returns for owners and managers,
L

Questions for Ingutry ang
1.

Di scovery

1. How can the attitude of government towards business affect its
growth and development?
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Mwm&dmﬁ?&mﬁmﬂhdw’pﬁd"ﬂ prices
Reproduced from Twentieth Centwry Fund, USA in N Dimensions,
The Macmillan Oompuy;‘gv pemission.

Increasing productivity is the secret of our past achiovements; it is our hope
for the future. Higher output makes for higher wages, shorter hours, lower
prices, and greater returns for owners and managers.

Questions for Inquiry and Discovery

1. What wes the value of one hour's output in 18502 In 1960%
2. From the pictures of the men working, why did this increase occur?
3. What other reasons can account for this increase?

L, Why is it important for our economy to continue to increase its
productivity?

*4, Individual Research
Students cen show how government hes played a role in the development
of the railroad industry during the late 19th century. Some of the
questions that can be developed are:

1. How can the attiiude of govermment towards business affect its
growth and development?

2. What role have govermment subsidy and research funds played in
our industrial development?

References

Americen Railroads, John F. Stover, University of Chicago Press s 1961,

Ihe Iransportation Revolution 1815-1860 s George Rogers Taylor, Rinehart
and Company, 1951.

Industry Comes of Age: Business, Labor and Public Policy, 1860-1897,
Edward C. Kirkland, Holt, Rinehart & Winston, 1961.

Americen Economic History, Harold Underwood Faulkner, Harper and Row, 1949,

*¥Recommended for Students Achieving Above Grade Level.
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IT. HOW DO BUSINESSES ORGANIZE AND DEVELOP?

Emphases: All forms of business enterprise have the element of risk.

The corporation has become the most dominent form of business
enterprise in the American economy.

*A. Using comparative cases to understend the problems of going into
business. Have students read the following cases and answer the
questions that follow:

Case 1

Samuel Seward, age 35, has opened a clothing store. Sam studied
merchandising and bookkeeping in high school. After greduation
Sam took a Job in a department store as a stock eclerk in the men's
clothing department. At the end of his second yeer he was pro=-
moted to the position of assistant to the buyer of men's clothing.
Three years later Sam left the department store for a job as e
selesmen of men's clothing in a local store. He remained at this
Job until he opened his own store. During these years of work
Sem managed to save $14,000.

Before the actual opening of the new business Sam was introduced
to the manager of a branch of the Commerciel Chemical Bank. Sam
spoke to the bank manager for about fifteen minutes, telling asbout
his plans, his earlier life, and his femily. The maneger showed
special interest when Sem mentioned his intention of depositing
$10,000 with the bank.

Case 2

John Irving, age 25, has opened a clothing store. While in high
school John learned to type. Upon being graduated, John went to
work in a candy store. His decision to go into the clothing busi-
ness resulted from his feeling that the candy store hours were too
long end the work unexciting; moreover, he decided that he wasn't
getting anywhere in his Job.

John saved $4,000 while working in the candy store. He borrowed
$3,000 from an uncle in order to get started. About $5,000 of
this capitel was invested in inventory, with emphasis on Edwerdian
sport jackets,

Questions for Inguiry and Discovery

1. What is meant by each of the followlng terms: inventory,
capital, merchandising, department store buyer, and deposit?

2, VWhy was Sam anxious to have a talk with the bank maneger? Why
was the bank menager so interested?

3. Which of the two men is more likely to succeed in the men's
clothing business? Why?

L. What factors might cause the results for each of these men .to
be just the opposite of what you expect? Explain.
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questions that follow:

Case _];

Samuel Seward, age 35, has opened & clothing store. Sam studied
merchandising and bookkeeping in high school. After gresduation
Sam took a job in g department store as & stock clerk in the men's
clothing department. At the end of his second year he was pro-~
moted to the position of assistant to the buyer of men's clothing.
Three years later Sam left the department store for a job ~s a
salesman of men's clothing in a local store. He remained at this
Job until he opened his own store. During these years of work
Sam managed to save $14,000.

Before the actual opening of the new business Sam was introduced
to the manager of a branch of the Commercial Chemical Bank. Senm
spoke to the bank menager for about fifteen minutes, telling about
his plans, his earlier life, and his family. The manager showed
special interest when Sam mentioned his intention of depositing
$10,000 with the bank.

Case 2

John Irving, age 25, has opened n clothing store. While in high
school John learned +to type. Upon being graduated, John went to
work in & candy store. His decision to go into the clothing busi-
ness resulted from his feeling that the candy store hours were too
long and the work unexciting; moreover, he decided that he weasn't
getting anywhere in his Job.

John saved $4,000 while working in the candy store. He borrowed
$3,000 from an uncle in order to get started. About $5,000 of
this cepital was invested in inventory, with emphasis on Edwardian
sport jackets.

gQuestions for Inguiry and Discovery

1. What is meant by each of the following terms: inventory,
capital, merchandising, department store buyer, end deposit?

2. Why was Sam anxious to have s talk with the bank menager? Why
was the bank manager so lnterested?

3. Which of the two men is more likely to succeed in the men's
clothing business? Why?

4, Whet factors might cause the results for each of these men to
be just the opposite of what you expect? Explain.

¥Recommended for Students Achieving Below Grade Level.
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Follow-up Activities

*l. Use a chart to aid students in

organizing information sbout forms
of business enterprise.

Ways of Doing Business Under Private Enterprise

Unincorporated Firms Incorporated Firms

Single Owner Partnershipj| Corporation Cooperative

How was it formed?

Who owns it?

Who controls
and manages it?®

What happens to
profits and
losses?

How is the business
terminated?

Questions for Inquiry and Discovery
1.

What do unincorporated businesses have in common?
2. What do incorporated businesses have-in common?
3. Which form of business orgaenization would

be best suited for a
clothing store? An sutomobile showroom?

A supermarket?

**2, Use a case study to develop an understanding about how business
organizes and operates.

The Dennison Ma.nufacturigg COmgm

swick, Maine, was ex-
. of competing successfully in a repidly
changing American economy. Like cobblers for centuries belore hin,
he made shoes in his own shop. He would measure the foot size of
& customer, then cut and stitch the leather by hand to fit each
person's foot.,.. .
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How was it formed?

Who owns it?

Who controls
and manages it®

What heppens to
profits and
losses?

How is the business
terminated?

ngle Owner | Partnershipj| Corporation| Cooperative

Questions for Inquiry and Discovery
l. What do unincorporated businesses have in common?

2. What do incorporated businesses have-in common?

3. Which form of business organization would be best suited for a
clothing store? An automobile showroom? A supermarket?

Use & case study to develop an understanding about how business
orgenizes and operates.

The Dennison Manufacturing Company

By 184li, Andrew Dennison, e shoemsker of Brunswick, Maine, was ex-
veriencing the difficulty of competing successfully in a rapidly
changing American economy. Like cobblers for centuries before him,
he made shoes in his own shop. He would measure the foot size of
& customer, then cut and stitch the leather by hand to fit each
verson's £oot.... .

Near Boston, shoemekers hed long since begun to specialize. If
several men worked together, each making e. particular part of the
shoe, shoes could be produced more quickly and cheaply. By adopting
stendard shoe sizes in a range of widths and lengths, people could
make shoes in one place to be shipped to others. A customer could
buy ready-made shoer less expensively than he could have a cobbler
meke him g pair,

Andrew Dennison could not compete with these mass-produced shoes s
and locked about for a better way of earning a living, Andrew's
two sons had moved to Boston to engege in the jewelry business.

*Recommended for Students Achieving Below Grade Level.
*¥Recommended for Students Achieving Above Grade Level.
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Andrew was persuaded to set up manufacturing of jewelry baxes. To
establish a price for his boxes » he added up his totsl cost for
materials, wages, and transportation. Then he addeqd 20 per cent
to this cost which he would keep for himself. His son, Aason, sold
the boxes to jewelers in Boston and New York...By persuading the
stores to settle for a limited variety of boxes, he cut hig pro-
dueing costs.

Andrew's second son, Eliphalet, recognized markets for other pro-
ducts similar to boxes. He was enxious to uxpand the business by
diversifying, or me. mfacturing other products he was sure would
sell. Soon the Dennisons hired neighbors to help, and were selling
cards, fine cotton, tissue reper, end tags. They purchased their
supplies in even larger quantities. Many of the new growing busi-
nesses in the United States found it cheaper to buy boxes and tags
from Dennison, who specialized in their production, than to make
their own as a sideline activity, as they traditionally had done.

The location of the Dennison business in Brunswick, Maine, was far
from major markets. Deleys in transportation by wagon over the
poor New Englend roads occasionally caused loss of orders.

In 1855, Andrew Dennison egreed to sell the business to his son so
that he could move it to Boston.

In 1858, Eliphelet added merchandise tags to his list of products,
These were large tags for addresses or prices, with strings to tie
them to packages or other articles for shipping. After eyes for
the string were cut by machines, the tags were sent out to families
who tied the strings to the tags. To expand his market, Eliphalet
bought the business of a New York teg importer. Now he could sell
tegs to those companies that had previously bought from the New York
Company as well as to his customers. Tags quickly became one of the
most important products of the company, more important by far then
the original jewelry boxes. '

The Dennison Manufacturing Company grew rapidly, and as the company
expanded, its profits increased. During both 1863 and 186k, profits
came to almost 125 percent return, or earnings, on capital invested
in the company. :

These large profits in the early steges of the business were used
for dividends and for expansion. Each of the persons who had sup-
plied some of the money invested either in the original company or
in later expansions received g yearly dividend. Some of the profit,
however, was used for eXpansion. Equipment for manufecturing
larger boxes, gummed labels » and sealing wax was added. Branch
offices to expend sales were established in Fhiladelphia, Chicago,
Cincinneti, and St. Louis.

In 1863, after Eliphelet had been the individual proprietor for a
while, he wanted to expand the business. He needed g larger inven-
tory, or supply of merchandige on hand, so that he could fill orders
as fast as they arrived. He also wanted to move to larger quarters
and increase production and sales. All of these things required
money. Therefore, Eliphalet took on three pertners who supplied
the needed capital and became vert owners of the firm. Among them
they contributed $8,000 to Eliphalet's business, which had an esti-
mated value of about $15,000. The partnership agreement stated

ehadk amale o ek .



Andrew's second son, Eliphalet, recognized narkets for other pro-
ducts similar to boxes. He was anxious to expand the business by
diversifying, or mamfacturing other products he was sure world
sell. Soon the Dennisons hired neighbors to help, and were selling
cards, fine cotton, tissue paper, end tags. They purchased their
supplies in even larger quantities. Many of the new growing busi-
nesses in the United States found it cheaper to buy boxes and tags
from Dennison, who specialized in the:r production, than to make
their own as & sideline activity, as the:- t:aditionally had done.

The location of the Dennison business in Brunswick, Maine, was far
from major markets. Delays in transportation by wagon over the
poor New England roads occasionally caused loss of orders.

In 1855, Andrew Dennison agreed to sell the business to his son so
that he could move it to Boston.
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In 1858, Eliphalet added merchandise tags to his list of products.
These were large tags for addresses or prices, with strings to tie
them to packages or other articles for shipping. After eyes for

the string were cut by machines, the tags were sent out to families
who tied the strings to the tags. To expand his market, Eliphelet
bought the business of a New York tag importer. Now he could sell
tags to those companies that had previously bought from the New York
company &s well as to his customers. Tags quickly beceme one of the
most important products of the company, more important by far then
the original jewelry boxes. 3
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The Dennison Manufacturing Company grew rapidly, and as the compeny
expanded, its profits increased. During both 1863 and 186k, profits
came to almost 125 percent return, or earnings, on capital invested
in the company. :

These large profits in the early steges of the business were used

for dividends and for expansion. Each of the persons who hed sup-

plied some of the money invested either in the original company or

in later expansions received a yearly dividend. Some of the profit,

however, was used for expansion. Equipment for manufacturing

larger boxes, gummed lebels, and sealing wax was added. Branch

offices to expend sales were established in Fhiladelphie, Chicago, _
Cincinnati, and St. Louis. '

In 1863, after Eliphalet had been the individuel proprietor for &
while, he wanted to expand the business. He needed a larger inven-
tory, or supply of merchandise on hand, so that he could fill orders
as fast as they sxrived. He also wanted to move to larger quarters
and increase production and sales., All of these things required
money. Therefore, Eliphalet took on three partners who supplied
the needed cepitel and became part owners of the firm. Among them
they contributed $8,000 to Eliphaelet's business, which hed an esti-
mated value of about $15,000. The partnership egreement stated
that each partner would receive dividends and have & voice in the
compeny's mansgement proportionate to his investment. 8Since
Eliphalet had still contributed over half of the capital for the
expanded business, he continued to have most influence over it.

But his direct control of the business was somewhat lessened by
having co-owners. In effect, he traded off the advantage of being :
sole owner for the presumed greater advantage of getting more money !
for the business.

Originally family members worked under the direction of the father.
Later a few neighbors were hifed. Hours were informel.
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As the business continued to grow, however, the roster of employees
grew so long that one manager could not possibly know them all,
Discipline became g matter of rules rather than of personal relg-
tionships,

In 1878 the growing company changed from & partnership to g far
more complicsted legal organization known as g corporation., The

owned two thirds of the company, and Metcalf, one of the original
partners, held the remaining third,

Between the Civil War and World Wer I, the Dennison Manufacturing
Company met serious competition for the first time. The patent on
Eliphelet's merchendising teg ran out in 1880, and competitors
started copying it freely. Dennison wes forced to cut itg Prices
by 12 percent, Competition also forced the company to cut gummed

period, salesmen were frequently given the right to adjust prices
themselves to obtain orders. 1In its effort to control the market
for its products, Dennison bought out some of its competitors,
advertised its wares s invented new products to meet new demands,
and developed new methods of merketing,

tories. To appeal to home consumers » it advertised in bopular msga-
zines like The Ladies' Home Journal end The Youth's Cem enion., 1In

1893 it established a booth at the Chicago World's Falr to display
Dennison Products,

invent new products that would eppeal to consumers, New styles of
Jewelry boxes gnd cases were introduced, Merchandise wag made gvail-
able in greater Variecy of colors, Glues and pastes were added to
Dennison's 1igt of fFroducts. Paper nepkins proved very profitable,

A pamphlet, "The Art of Sealing e Letter,” was circulated to stimulate
siale of sealing wex. Demonstrators were sent to retail storeg to
give instructions on how to make such things as paper flowers and
window decorationg out of crepe paper,

Production costs were carefully watched. The price set on merchan-
dise had to reflect the pressures of commetd+dre  oos e
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~LUuc UL Ot origlnadl cepital put into the business at the time
of incorporating was $150,000. Eliphalet Dennison and his son
owned two thirds of the company, and Metcalf, one of the original
pertners, held the remasining third.

Between the Civil Wer and World War I, the Dennison Menufacturing
Company met serious competition for the first time. The patent on
Eliphalet's merchendising tag ran out in 1880, and competitors
started copying it freely. Dennison was forced to cut its prices
by 12 percent. Competition also forced the company to cut gummed
lebel prices from 75 cents to 50 cents per carton. During this
period, salesmen were frequently given the right to adjust prices
themselves to obtain orders. In its effort to control the market
for its products, Dennison bought out some of its competitors,
advertised its wares, invented new products to meet new demends,
and developed new methods of marketing.

Advertising was also used to meet growing competition. When g con-
sumer thought of tags, Dennison wanted him to think of Dennison tags.
To this end the company bought advertisements in city and town direc-
tories. To appeal to home consumers, it advertised in popular mage-
zines like The Ladies' Home Journal end The Youth's Companion. In
1893 it established a bootn at the Chicego World's Fair to display
Dennison Products.

As the way of life in countxy changed, the Dennison Company tried to
invent new products that would appeal to consumers. New styles of
Jewelry boxes and cases were introduced. Merchandise was made gvail-
eble in greater variety of colors. Glues and pastes were added to
Dennison's list of products. Paper napkins proved very profitable.

A pemphlet, "The Art of Sealing a Letter," was circulated to stimulate
sale of sealing wax. Demonstrators were sent to retail stores to

give instructions on how to make such things as paper flowers and
window decorations out of crepe paper.

Meanwhile, Dennison attempted to cut its costs by increasing effi-
ciency in marketing. By 1890, increased advertising had so associated
the name of Dennison with paper products that now it was able to send
its own salesmen out to deal directly with the businesses, menu-
facturers and retailers who used Demnison products. Regular sales
districts were set up so that salesmen came to know both the area and
their customers personally.

Production costs were carefully wetched. The price set on merchan-
dise had to reflect the pressures of competition. But the company had
to look at its costs of production and its need for profits to see if
it could afford to sell at competitive prices. If its costs were too
high to perm*t competitive pricing, either those costs had +o be
lowered or they had to get out of that product line,

Hegvy sales at the turn of the century put e strain on the whole
management to continue at high volume of production. For the first
time in many years, new equipment was developed or purchases to speed
production of shipping tags and boxes. Although the substitution of
mechinery for hend processes was expensive at first, the company had
to make the changeover in order to assure future productive effi-
ciency and future profit.

In 1901 an outside expert suggested that production could be made
more efficient by the estsblishment of new departments to control
inventories of raw materials and of finished goods. The raw materials
department tried to keep supplies steady. Excess stock of any one
material tied up the company's money where it was not needed. On the
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other hand, to run out of a material could stop production alto-
gether., The finished products department made sure that the merchan-
dise inventory in the warehouse was sufficient to supply branches snd
saelesmen., By determining what items were in demand at the prevailing
prices, it could tell the factory what products and how much were
currently needed.

Another way in which the Dennison Manufacturing Company met competi-
tion and cut production costs was by reorganizing the company so that
ell of the different departments worked smoothly together. In 1906
8ix merchandising committees were established, one for each of
Dennison's six lines: tegs, jewelers' items, adhesives, crepe,
Christmas items, and consumer goods (items sold directly for home
use). Each conmittee consisted of men from three categories: sales-
men concerned with markets and competition; producers concerned with
methods and costs of rroduction; and directors concerned with long~
term expansion and profit. By 1911 the committee chairmen, located
in Framinghem, were devoting full time to coordinating all facets of
the business.

These merchandising committees set up lines of communication which

made further expansion of the company possible. 1In the 1920's, a

period of general prosperity in the country, Dennison increased pro=-
duction facilities by opening a box factory near Marlboro » Massachusetts.
It established Dennison Companies in Canada and England to sell pro=-
ducts throughout the British Empire. The company also began to export
merchandise, setting up sales offices in .louth America and Europe.

In 1929 it formed a speciasl research department to develop new pro-
ducts and methods. From a small family firm, Dennison had grown into

an international corporation.

(Adepted from Case Studies in Business History and Economic Concepts.
R. W. Hidy and P. D. Cawein. Boston: D.C. Heath, 1967.

Questions for Inquiry and Discovery

1. What influenced the managers of the company to meke the products
they did at each stage of the company's development? What role
did competition play in their decisions?

2. What influenced the company's decisions about how to produce its
products? What role did competition pley in these decisions?

3. Why did Eliphalet Dennison decide to invite partners into his
business? What were the advantages and disadvantages of s partner-
ship compared to an individual proprietorship?

k., Why did the Dennison Company incorporate? What role did competi-
tion play in this decision?

5. How would Dennison's managers have been better off if they could
have driven their competitors ocut of business or agreed with them
to establish. a, high price for similar products? Would their
customers have benefited from either or these products?

Follow-up Activities

Students can form committees to prepare a case study of an industry
or business. Sufficient time should be provided for research, analy-
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tion and cut production costs was by reorganizing the company so that
all of the different departments worked smoothly together. In 1906
six merchandising committees were -established, one for each of
Dennison's six lines: tags, jewelers' items, adhesives, crepe,
Christmas items, and consumer goods (items sold directly for home
use). Each committee consisted of men from three categories: sales-
men concerned with markets and competition; producers concerned with
methods and costs of produgtion; amnd directors concerned with long-
term expansion end profit. By 1911 the committee chairmen, located
in Fremingham, were devoting full time to coordinating all facets of
the business.

These merchendising committees set up lines of commmunication which

made further expansion of the company possible. In the 1920's, a

period of general prosperity in the country, Dennison increased pro-
duction facilities by opening a box factory near Marlboro, Massachusetts.
It established Dennison Companies in Canada and England to sell pro-
ducts throughout the British Empire. The company also began to export
merchandise, setting up sales offices in South America and Europe.

In 1929 it formed a special research department to develop new pro-
ducts and methods. From a small family firm, Dennison hed grown into

an international corporation.

(Adapted from Cage Studies in Business History and Economic Concepts.
R. W. Hidy and P. D. Cawein. Boston: D.C. Heath, 1967, )

Questions for Inquiry and Discovery

1. What influenced the managers of the company to make the products
they did at each stage of the company's development? What role
did competition play in their decisions?

2. What influenced the company's decisions about how to produce its
products? What role 4id competition play in these decisions?

3. Why did Eliphalet Dennison decide to invite partners into his
business? What were the advaentages and disadvantages of a partner-
ship compsred to an individual proprietorship?

4, Why did the Dennison Company incorporate? What role did competi-
tion play in this decision?

5. How would Dennison's managers have been better off if they could
have driven their competitors out of business or agreed with them
to establish. a. high price for similar products? Would their
customers have benefited from either or these products?

Follow-up Activities

Students can form conmittees to prepere a case study of an industry
or business. Sufficient time should be provided for research, analy-
sis and presentation of materials.

1. A particular industry (such as automobile, steel, electronics,
or aviation).

2. A particular giant corporation (such as Du Pont, General Motors,
Stendard Oil, Firestone, or U.S. Steel).

3. A particular small business of which you have first-hand informa-
tion, perhaps through your father, or because you are employed
there (such as a pharmacy, a grocery, & stationery store, or a
gas station).

ERIC
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b, An imaginary business which you discuss as though it were an
actual business. (Any small business would appropriate for

this purpose).

Students should inelude as many items below that are relevant:
1. History of the case

2. Present situation (profitable or not?)
3. Method of financing

L. ZLabor policies

5. Competition

6. Advertising policies

7. Pricing

8. Plant (location and size)

9. Ownership and control
10. Plans for the future
1l. Any other information you find important

is part of the United States Economy in Action Series of the Joint
Council on Economic Education,

Questions for Inquiry and Discovery

1. How can we account for economic growth in countries that do not
have an gbundance of raw materials?

2. What are the forms that capital tekes? Why is it important that
all forms grow together? Why? :

3. Teachers can use the filmstrip The Role of Capital Investment which

3. "Those who make decisions to acquire new capital are in most cases
not the same people who make deci sions to save money." Explain
this statement. Is this statement applicable to corporations with
retained earnings?

4, Whet factors influence business ducisions to invest? What role
does interest rstes play?

Aruitoxt provided by Eic:
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2. Present situation (profitable or not?)
3. Method of financing |

Lk, ZLabor policies

5. Competition

6. Advertising policies

T. Pricing

8. Plant (location and size)

9. Ouwnership and control
10. Plans for the fuﬁﬁre
1l. Any other informstion you find important

Teachers can use the filmstrip The Role of Capital Investment which
is part of the United States Economy in Action Series of the Joint
Council on Economic Education.

Questions for Inquiry and Discovery

1. How can we account for economic growth in countries that do not
have an sbundance of raw materials?

2. What ere the forms that capital tekes? Why is it important that
all forms grow togethert? Why?

3. "Those who make decisions to acquire new capital are in most cases
not the same people who make decisions to save money." Explein
this statement. 1Is this statement applicable to corporations with
retained earnings?

k. wWhat factors influence business decisions to invest? What role
does interest rates play?

A class trip to a sizable business which converts raw materials to
finished products and then distributes the output can be arranged.
Menagement can point out sources of materials and effect upon pro-
duction of consumer demand. Students can look for evidence of govern-
ment interference or regulation. The New York City Council on
Economic Education can be helpful in this area. New York At Work, &
publication of the New York City council on Economic Education end

The Business and Education Council of New York, will be helpful for
this activity.

*Recommended for Students Achieving Below Grade Level.
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B. Using an organizational chart to understend the structure of the
modern corporation.
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(From Understanding Our Economy. Mortenson, et al., Houghton Mifflin.)
Questions for Inquiry and Discovery

1.

What is the role of each level of organization?

2. What ig meant by "line of authority™ and "line of respon-
sibility?"

3. What is the relationship between the workers in this corporation
and the owners? The owners and management?

4, Do you think this is an efficient way to organize a business?
Explain.

Follow-up Activities

1.

The class can orgenize a corporation.

Eech member of the class will play a different role. A "lawyer"
should be appointed to help with the legal problems in getting
the corporation started. A charter should be written. Stock
certificates should be made. The teacher can display a pros-
pectus for a new security issue to the class and advertisements
of new security issues in the newspapers, (i.e., & camping cor-
poration can be organized.) In order to promote sales of the
stock to the class, samples mey be passed out. The teacher may

glso show the class corporation annual reports and notices of
the annual meeting with the proxy.

Corporations increasingly are putting out more descriptive and
informative end less technical annual reports. A bulletin board
display of reports, & prospectus, e notice of an annual meeting,
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(From Understanding Our Economy, Mortenson, et al., Houghton Mifflin.)

Questions for Inquiry and Discovery

1.

2.

3.

k,

What is the role of each level of orgenization?

What is meant by "line of authority™ and "line of respon-
sibility?"

What is the relationship between the workers in this corporation
and the owners? The owners and mansgement?

Do you think this is an efficient way to organize a business?
Explain,

Follow-up Activities

1.

The class can organize a corporation.

Each member of the class will pley & different role. A "lawyer"
should be appointed to help with the legal problems in getting
the corporation started. A charter should be written. Stock
certificates should be mede. The teacher can display a pros-
pectus for a new security issue to the class and advertlsements
of new security issues in the newspapers, (i.e., a camping cor-
poration can be orgenized.) In order to promote sales of the
stock to the class, samples may be passed out. The teacher may
also show the class corporation annual reports and notices of
the annuel meeting with the proxy.

Corporations increasingly are putting out more descriptive and
informative and less technicel annual reports. A bulletin board
display of reports, a prospectus, a notice of an annuel meeting,
& proxy, can be prepared, Students cen act as members of the
Board of Directors, officers and stockholders trying to resolve
a particular corporate problem.

Material for interpretation and discussion cen be distribdbuted.
An example follows:
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CERTIFICATE OF INCORPORATION -- XYZ HOLT'ING COMPANY, INC,
Pursuant to Article Two of the Stock Corporation Lew

We, the undersigned, desiring to form a stock corporation pursuant
to Article Two of the Stock Corporation Law of the State of New York, do
hereby make, subscribe, acknowledge and file this certificate for that

purpose:
FIRST: The neme of the proposed corporation is Xyz HOLDING COMPANY, INC.
SECOND: The purposes for which it is to be formeq are as follows:

(a) To main
adults

tain and operate g camp or other summer resort for children and
and to do any and all things in connection with such operation,

(v) To manufecture, buy, sell, import, export, trade and deal in camp out-
fits, camping supplies and camping materigls of all kinds and nature,
including tents, tent poles » cordage, canvas Coverings of every descrip-
tion, blankets, bedding, cots > hammocks, tables, chairs ang stools, tent
floors, cooking utensils end tebleware, ineluding al1 accessories nec-

éssary for camping purposes.

(c) To engage in the business of furnishing amusement, entertainment and
diversion to the public either indoors or out of doors and to that end,
to purchase or leage amusement parks, outdoor theatres, indoor theatres,
motion picture theatres and other places s and to manasge and conduct the

(a) To purchase, improve s develop, hold gnd enjoy real estate, and to lease ’
mortgage and vell the same in such parts or parcels, improved or unim-

agreed upon,

(e) To purchase, lease or otherwise, acquire, in whole or in part, the busi-
ness, good will, rights » franchiges, and property of every kind, and to
underteke the whole or any part of the agsets or liabilities of any per-
son, firm, association or corporetion engaged in or authorized to conduct
any business similar to any business authorized to be conducted by this

THIRD: The amount of the Capital Stock is FIVE THOUBAND -($5,000.00)
DOLLARS consisting of One hundred (100) shares of the par value of FIFTY
($50.00 DOLLARS, per share,

FOURTH: The office of the corporation is to be located in the Borough
of Manhattan, County and State of New York.

FIFTH: The duration of the corporatimm chal1 1 . . i -



FIRST: The name of the proposed corporation is XYZ HOLDING COMPANY, INC.
SECOND: The purposes for which it is to be formed are as follows:

(a) To maintain and operate a cemp or other summer resort for children and
adults and to do any and all things in connection with such operation.

(b) To manufacture, buy, sell, import, export, trade and desl in cemp out-
fits, camping supplies and camping materials of all kinds and nature,
including tents, tent poles, cordage, canvas coverings of every descrip-
tion, blankets, bedding, cots, hammocks, tebles, chairs and stools, tent
floors, cooking utensils and tableware, including all accessories nec-

essary for camping purposes,

(c) To engage in the business of furnishing amusement, entertainment and
diversion to the public either indoors or out of doors and to that end,
to purchase or lease amusement parks, outdoor theatres, indoor theatres,
motion picture theatres and other places, and to manage and conduct the
same as places of public amusement and diversion, and to grant conces-
sions to individuals, companies or corporations to conduct businesses
for smusement or entertaimment of the public or in conjunction with the
operation of a camp, inn or hotel.

(d) To purchase, improve, develop, hold and enjoy real estate, and to lease,
mortgage and sell the same in such parts or parcels, improved or unim-
proved and on such terms as to time and manner of payment as may be

agreed upon.

(e) To purchase, lease or otherwise, acquire, in whole or in part, the busi-
ness, good will, rights, franchises, and property of every kind, and to
undertake the whole or any part of the assets or liabilities of any per-
son, firm, association or corporation engaged in or authorized to conduct
any business similar to any business authorized to be conducted by this
corporation, and to pay for the same in cash, in the stocks or bonds of
this company, or otherwise; to hold or in any manner dispose of the
whole or any part of the business or property so acquired, and to exer-
cise all the powers necessary or incidental to the conduct of such busi-
ness.

THIRD: The emount of the Capital Stock is FIVE THOUSAND ($5,000.00)
DOLLARS, consisting of One hundred (100) shares of the par value of FIFTY
($50.00) DOLLARS, per share.

FOURTH: The office of the corporation is to be located in the Borough
of Manhattan, County and State of New York.

FIFTH: The duration of the corporation shall be perpetual.

SIXTH: The number of directors shall be not less than three and not
more than ten. It is hereby stated, pursuant to law, that directors of the
corporation need not be stockholders.

SEVENTH: The names and post office addresses of the directors until the
first annual meeting of the stockholders are as follows:

Name Pogt Office Address
Jacob Smith 270 Broadwaey, Manhattan, New York City
Frances Wheeler 270 Broadwaey, Manhattan, New York City
Ezra Trimble 270 Broadwey, Manhattan, New York City
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Certificate of Incorporation, and the number of shares of stock which each
agree to take, are &: follows:

Name Post Office Address No. Shares
Jacob Smith 270 Broadway, Manhattan, N.Y. City 98
Frances Wheeler 270 Broadway, Manhatten s N.Y. City 1
Ezra Trimble 270 Broadway, Manhattan, N.¥. City 1

may distribute them among the mumber to be voted for, or any two or more of
them as he or she mey see fit.

IENTH: By-Laws providing for the management and the control of the
affairs of the corporstion may be adopted by the directors. Said By-Laws
may be later repealed or amended by the directors as they may deem wise and
expedient.

ELEVERTH: That all the subscribers of this certificate are of full age,
that at least two-thirds of them are citizens of the United States, and that
at least one of them is a resident of the State of New York, and that at
least one of the persons nemed as directors is a citizen of the United States
and a resident of the State of New York.,

TWELFTH: Meetings of the Board of Directors are to be held within the
State of New York.

THIRTEENTH: The Secretary of State of the State of New York is hereby
designated as the agent for the corporation upon whom process in any action
Oor proceeding against said Corporation may be served. The address to which
the Secretary of State shall mail & copy of process in any action or pro-
ceeding against the corporation, which may be served upon him, is in care
of SAMUEL JONES, ESQ., Attorney at Law, 270 Broadway, Borough of Manhattan s
City and State of New York.

IN WITNESS THEREOF, the subscribers have mede, subscribed, acknowledged
and filed this Certificate this 21st day of March, 1969,

In the presence of

(signed) Don Doolittle {signed) Jacob Smith

g siggedz Frances Wheeler

(signed) Ezrs Trimble

STATE OF NEW YORK )
CITY OF NEW YORK ; 8s.
COUNTY OF NEW YORK

On this 21st day of March, 1969, before me personelly appeared,
Jacob Smith, Frances Wheeler, and Ezras, Trimble, known to me to be the
individuals described in and who executed the foregoing Certificate of
Incorporation, and they duly and severally acknowledged to me that they
executed the same,

(signed) Samuel Jones
Notary Public Kings County



Ezre Trimble 270 Broadway, Manhattan, N.Y. City 1

NINTH: It is provided that all elections of directors of this corpora-
tior. each stockholder shall be entitled to as many votes as shall equal the
nugber of his shares of stock multiplied by the number of directors to be
elected and that he or she may cast all such votes for a single director or
mey distribute them among the number to be voted for, or any two or more of
them as he or she may see fit.

TENTH: By-Laws providing for the menagement and the control of the
affairs of the corporation may be adopted by the directors. Saild By-Lews

may be later repealed or amended by the directors as they may deem wise and |
expedient.

ELEVENTH: That all the subscribers of this certificate are of full age,
that at least two-thirds of them are citizens of the United States, and that
at least one of them is a resident of the State of New York, and that at

least one of the persons named as directors is a citizen of the United States
and & .esident of the State of New York.

TWELFTH: Meetings of the Board of Directors are to be held within the
State of New York.

THIRTEENTH: The Secretary of State of the State of New York is hereby
designated as the agent for the corporation upon whom process in any action
or proceeding ageainst said Corporation may be served. The address to which
the Secretary of State shall mail a copy of process in any action or pro-
ceeding against the corporation, which may be served upon him, is i